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A HANDFUL OF SILVER 


THE LOST LEADERSHIP OF EUROPE 


HE pervading topic of the present issue of THE Rounp TABLE is the 

devaluation of the pound sterling. It has so dominated the politics of the 
United Kingdom throughout the autumn that the author of the quarterly 
chronicle of home affairs has devoted the whole of his report to pursuing 
its ramifications. Several of the contributions from the Dominions of the 
Commonwealth are concerned in greater or less degree with the impact of the 
financial upheaval. The expectation of it was in the background of the dis- 
cussions at Strasbourg at the inauguration of the General Assembly of the 
Council of Europe. The consequences which may be expected to flow from 
it for Great Britain and the sterling area are subjected to an economic analysis 
in an article on p. 8. 

The criticisms that some of these contributions bring to bear, both on the 
policy of the British Government in the four years preceding the financial 
crisis, and on devaluation with its associated programme of economies as a 
means of release from it, need not be anticipated here. There remains, how- 
ever, something to be said which could find no appropriate place in any of 
these more limited discussions. It concerns less the content of the Govern- 
ment’s decision to alter the rate of exchange between the pound and the 
dollar than the manner in which it was taken and communicated to the 
world. 

As is now acknowledged, the decision to devalue was taken in England 
before, and not in consequence of, the Washington Conference, whose 
other members were informed of it at the outset. For many months 
beforehand the Chancellor of the Exchequer and his advisers must have 
been aware, as was indeed perceived by nearly all competent private 
observers of the course of national finance, that the attempt to maintain the 
pound at the artificially high rate of four dollars must soon break down. 
During these months, however, a series of assurances was given that devalua- 
tion was not contemplated; and even if these were not explicitly repeated by 
ministerial lips after the formal decision had been taken, there is no doubt 
that, down to the conclusion of the conference, it was with the acquiescence 
and indeed at the desire of the Government that the mass of the people 
continued to be misled. 

Politicians and financiers who are accustomed to the convention of special 
secrecy that surrounds the preparatory stages of the formation of monetary 
policy, and are familiar with the powerful technical reasons on which the 
convention is founded, probably find it difficult to appreciate the shock that 
is caused to simpler minds by what appears to them so startling an example 
of duplicity in high places. No doubt it is true, as economists in general have 
agreed on the present occasion, that the relief to be expected from devalua- 
tion would fail to be realized if the intention to devalue became known in 
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advance; and if the intention cannot be concealed by mere silence, then it 
may become a political necessity to lie. The economic authority behind this 
proposition is overwhelming ; and there will be no attempt here to traverse it 
upon its own technical ground. But it raises an issue on which the last word 
cannot be given to the economists, an issue which has been posed with 
crystal clearness by a famous Socialist writer :* 


If Inflation, by raising prices, enables the debtor to cheat the creditor, Defla- 
tion, by lowering them, enables the creditor to cheat the debtor. Therefore the 
most sacred economic duty of a Government is to keep the value of money 
steady; and it is because Governments can play tricks with the value of money 
that it is of such vital importance that they should consist of men who are honest, 
and who understand money thoroughly. At present there is not a Government 
in the world that answers fully to this description. 


The plain fact is that the British Government is found to have been regula- 
ting its dealings with other governments and with private persons by the use 
of counters which its creditors and debtors were invited to believe were and 
would continue to be worth four dollars each, while itself was secretly 
aware that they would shortly be worth only $2.80. That, in less exalted 
transactions, is called cheating. If it is objected that within the present frame- 
work of international finance there is no other way out, that a government 
must either itself cheat or allow its subjects to be far more grievously cheated 
by speculators, the defence may be accepted at once. The conclusion, how- 
ever, must bring the whole system of artificially controlled exchange rates 
into question. That system, by giving official sanction to the doctrine that 
the meaning of money is what is convenient to governments, while stigma- 
tizing its real value as “the black-market rate”, risks the gravest confusion of 
the ethical principles that underlie honest dealing between men or nations. By 
placing its accredited manipulators in insoluble moral dilemmas, it under- 
mines that public confidence in the integrity of statesmen on which the 
authority of government itself depends. 

Admittedly there is no prospect of easy escape from the necessity of con- 
trolled currencies, for it means escape from the whole economic dislocation 
caused by the war. It is important, however, to recognize that in the difficult 
task of restoring truth in this central point of commercial relations something 
more than economic values is involved. 

The sentiments expressed by Mr. Bernard Shaw in his theoretical treatise 
of twenty years ago are echoed by a practical industrialist in immediate 
reference to the British Government’s financial operations : 


It is tragically the case that the deception of the people in a time of currency 
devaluation must in its technical manifestation make use of the method of lies 
and deceit. For in order to succeed, devaluation of the currency must come like 
a “‘thief in the night” and in order to ensure success for the “thief”, the population 
must beforehand be lulled into an illusion of rest and certainty. The British 
Chancellor of the Exchequer has played this double role with all the skill of a 


* See The Intelligent Woman's Gilde to Socialism and Capitalism, by Bernard Shaw, 
p. 256. 
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virtuoso. Because of that the betrayal of the trust of the people has dealt a deeper 
blow and from now on every government statement in questions of currency 


will be discredited. This spread of mistrust has also made a visible impression on 
Switzerland.* 


It would be easy to collect many passages of this tenor from the newspapers 
of western Europe, not only since the devaluation of sterling, but over a 
considerable period before that event. The general dismay over devaluation 
came only as the crisis in a steady decline of confidence in British statesman- 
ship which has been perceptible from at least the beginning of the present 
year. Three definite instances have been constantly quoted in which it is 
thought that British leadership has notably failed the nations of the West. 

The first is the organization of the Council of Europe, itself the expression 
of ideals chiefly proclaimed by a British Prime Minister in time of war, and 
an attempt to translate into lasting institutions that sense of community 
which was focused upon British leadership while the struggle continued. It 
was fundamental to the conception that some sort of parliament should be 
developed in which members should sit as individuals, and approach all 
problems from the point of view of Europeans and not as delegates express- 
ing the policy of a British or French, a Belgian or West German Government. 
There is much to be said, much that is probably best appreciated by British 
parliamentarians who have more understanding than other countries of the 
foundations on which a successful parliamentary institution must rest, for 
holding that this conception is Utopian. That, however, is not the point. It 
was the idea of a Parliament of Europe, and not the idea of one more standing 
conference of sovereign governments, which had caught the imagination of 
a war-weary continent; and it was along this road and no other that Euro- 
peans hoped that the strongest of the European Powers would lead them. It 
was therefore with grievous disappointment that the enthusiasts watched the 
long reluctance of the British Government to come into line with the other 
Western Union Powers, and allow their delegation, in the spirit of the 
Assembly, to be made up like the rest of representatives of the Parliament 
and people and not of the administration. In the end, of course, the British 
Government was persuaded to give way and conform to the general pattern; 
nor did the British delegation fail to play a worthy part at Strasbourg. The 
mischief, however, had been done. In the eyes of the public opinion of 
Europe, Great Britain had come into the European Council as a follower and 
not as leader. 

The second discouraging episode was the divergence between Great 
Britain and the United States over the election of Jugoslavia or Czecho- 
slovakia to the Security Council. The article entitled “Greece and her 
Enemies” urges the Western Powers to extend and make more immediately 
active the support they are giving to all forces in the Balkan peninsula which 
are willing to resist Soviet domination. The argument has nothing to do with 
political doctrine; it does not concern western Europe or the United States 


* Dr. H. von Homberger, Director of the Bureau of the Swiss Association for 
Commerce and Industry, in Neue Ziircher Zeitung, October 1, 1949. 
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whether Marshal Tito’s or Mr. Stalin’s interpretation of the Marxist scrip- 
tures bears the canonical marks of infallibility. All that need matter to 
us is that every opportunity should be taken to withstand the encroach- 
ment of a Power that threatens the liberties of the continent as a whole. 
No doubt it is unfortunate that a foreign policy based frankly on strategic 
considerations should have to be expressed in the forms of an organiza- 
tion purporting to embody the unanimous desire of the Great Powers 
for world peace. Europe, however, has been forced to regard Lake Success 
as an arena of power politics, and expected that the principal defenders of its 
liberties, the United States and Great Britain, would present a united front 
on an issue which appeared vitally connected with continental defence. That 
the United Kingdom should support the Russian candidate for the Security 
Council while the United States advocated the claims of Jugoslavia grievously 
perturbed European public opinion. It was easily, though perhaps mistakenly, 
interpreted as a sign both of dissension between the two Powers on European 
defence policy and of a relapse by the British Government towards the dis- 
credited doctrines of appeasement. The fear which has haunted Europe since 
the war, that sooner or later both the Anglo-Saxon Powers would withdraw 
their leadership and protection and leave the continent to its fate was, 
rationally or irrationally revived. 

The third and most damaging charge of failure in leadership relates to the 
sterling devaluation itself. Here, it might have appeared, was a great oppor- 
tunity for far-reaching economic collaboration between the European Powers. 
As must have been foreseen, the fate of sterling carried with it that of nearly 
all the western European currencies. Its devaluation was in itself a bold and 
salutary step towards the recognition of realities in international commerce; 
had it been concerted in advance with all the governments which would 
necessarily be affected, it might have been made the foundation of a compre- 
hensive plan for the liberalizing of trade and exchange. Europe is conscious 
of a great gap in understanding between itself and the great and opulent 
republic across the Atlantic without whose prolonged help its prosperity 
cannot be restored. It listens to such American statesmen as Mr. Hoffman, 
urging the necessity of international economic integration. While fully in 
accord with the desire to organize among themselves a co-operative rather 
than a competitive economy—the reasonable condition of Marshall Aid— 
continental European governments suspect that Americans hold the illusion 
that the vast free trade area of their own forty-eight States can be reproduced 
by a stroke of the pen in Europe, and that they are so far from understanding 
the intractable factors of politics and history that make European divisions 
so obstinately formidable that they have forgotten the travail that attended 
the birth of their own nation. The governments of western Europe have 
believed, however, that their neighbours in the British Isles do understand, 
and by virtue of their special relationship with the United States are uniquely 
qualified to be the interpreters between the two continents. If at the financial 
crisis the British Government could have formulated with its European 
associates a comprehensive scheme for transferring all their currencies simul- 
taneously from a basis of political fiction to a basis of economic reality, and 
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then had made the final adjustments in Washington as accredited represen- 
tatives of a continent facing the future open-eyed, the sense of a fresh 
start for Europe under British leadership might have given new stability 
to the whole of the West. As it was, the British Government chose to keep 
not only its own people, but its friends across the Channel in the dark till 
the last possible moment; with the result that France was left for three weeks 
without a government, and the other States of western Europe bewildered, 
discouraged, and in some cases embittered. 

The apparent defection of Great Britain, then, has left for the time being 
a void in the leadership of Europe. No other Power of the West can fill the 
vacancy. But Europe cannot be a unity, and therefore may not be able to 
survive, unless it is led. British failure to hold the allegiance of believers in 
the European mission must at all costs be retrieved. In a few months a new 
parliament will be elected. No one can yet say what will be the party 
complexion of the government it will support. But it is to be hoped that 
renewed contact with the constituencies will infuse into the leaders of 
whichever party proves to command the domestic majority such fresh vigour 
in action and counsel as will revive among our friends in Europe that 
confidence which of late has so lamentably declined. 





DEVALUATION OF STERLING 


‘THE DECISION AND ITS CONSEQUENCES 


N article on “The Dollar Crisis” in the September issue of THE RounD 
TABLE contained these words in its concluding paragraph :* 


It may be that in circumstances such as those which now face us an extreme 
democracy cannot be induced . . . to understand and to face the facts, but must be 
led, so to speak, unconsciously to face the result of the facts gradually through 
devaluation. . . . The British people may prefer . . . to see a fall (even temporary) 


in its standards brought about indirectly by depreciation rather than directly 
by open sacrifices. 


Even before these words appeared in print the British Government had 
decided to follow this course. On numerous occasions in recent months and 
as recently as July 14 Sir Stafford Cripps had affirmed the Government’s 
determination to maintain the exchange rate at $4 to £1, but circumstances 
have again proved themselves stronger than the decisions of a Government 
which has persistently refused to take the steps necessary to maintain the 
sterling exchange. 

In 1948 British industrial productivity and exports had made considerable 
progress, and by the end of that year the United Kingdom balance of pay- 
ments was approaching equilibrium. The revival of invisible exports, par- 
ticularly shipping income, contributed substantially to this result. The official 
estimates for the second half of 1948 showed that a deficit of £44 million on 
visible trade was more than covered by net invisible income of £80 million. 
The sterling area’s net deficit with the dollar and other hard-currency areas 
had also been reduced to a level at which it seemed that the contributions of 
Marshall Aid at current levels would suffice to close the gap. 

During the first half of 1949, however, the trend was reversed, and the 
precarious nature of the equilibrium in Britain’s balance of payments was 
fully revealed. The overall balance was not indeed drastically disturbed; 
the visible deficit of £48 million for the six months was nearly balanced by 
net invisible exports of £38 million. But this was only achieved by including 
in our export figure a growing volume of “unrequited exports” paid for, 
in Mr. Churchill’s words, by “somebody scratching something off with his 
pen from what is described by the misleading term ‘Sterling Balances’, which 
really means British debts”. There is doubtless a good case to be made for 
allowing other countries in the sterling area to have reasonable access to their 
large holdings of sterling, which accumulated during the war years and which 
constitute their final reserves. But British exports paid for by drawings on 
them are of no immediate assistance to the United Kingdom current balance 
of payments; and the maintenance of British exports paid for in this way, 
and through the stimulus of bilateral trade agreements, tended to disguise 


* See THE Rounp TasBue, September 1949, No. 156, pp. 303-8. 
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the increasing relative cost of British exports in oversea markets. Professor 
Lionel Robbins has recently estimated the total “export of capital”, of which 
drawings on sterling balances constitute the major part, at £300 million per 
annum. 

Moreover, and of much more vital importance, the “dollar gap” of the 
sterling area widened rapidly in the first half of 1949. This gap, which in the 
second half of 1948 was $676 million, increased to $956 million in January- 
June 1949, a figure far in excess of any prospective dollar assistance from 
Marshall Aid. The United Kingdom dollar and gold reserves had fallen 
to $1,624 million by June 30, 1949, from $1,884 million three months 
earlier. 

It was in this situation that Sir Stafford Cripps announced on July 14 a 
substantial cut in dollar imports, and then left for Switzerland to take a cure. 
Some time between this date and the opening of the discussions in Washing- 
ton, the Government took the decision to devalue sterling. This decision 
was secretly communicated to the U.S. and Canadian Finance Ministries at 
the opening of the Washington discussions in September, and the statement 
issued at the end of those discussions must be read in the light of the fact that 
sterling devaluation was known by the principals of the Conference to have 
been decided upon, although no public announcement had been made. 

The announcement of devaluation so soon after the discussions caused 
less attention to be given to the Washington statement than it perhaps 
deserved. Much of it was couched in the rather vague generalizations which 
are used to express the results of compromise agreements at conferences of 
this kind. But its most significant feature was that, for almost the first time, 
the responsibility of the creditor nations, and particularly of the U.S.A., to 
assist actively in the task of restoring equilibrium in world trade was clearly 
expressed. On this point the statement said: 

It was agreed that the United States and Canada should reduce obstacles to the 
entry of goods and services from debtor countries, in order to provide as wide an 
opportunity as possible for those countries to earn dollars through the export of 
goods and the provision of services, including tourism. 

It was recognized that such a policy would be in the interest of producers in the 
United States and Canada, for only in this way can the future level of trade pro- 
vide adequately for those sectors of the American and Canadian economies which 
depend in considerable part upon foreign markets. 


The attitude of the U.S.A. in this matter clearly assumes greater significance 
as the statement was drawn up in the knowledge that sterling devaluation 
was imminent, and it must also have been realized at the time that this would 
precipitate a widespread devaluation of currencies against the dollar; a large 
area of the world was about to erect a 40-per-cent tariff against dollar goods. 
While the major readjustments to restore equilibrium must still rest with the 
debtor countries, it is an important advance for the U.S.A. to admit in such 
concrete terms the responsibility which rests with them actively to assist in 
this process. 

Following the Washington Conference, events developed rapidly. Sir 
Stafford Cripps attended the Annual Meetings of the Monetary Fund and 
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International Bank, and obtained the agreement of the former to the pro- 
posed devaluation. Twenty-four-hours’ prior notice to the Dominions and to 
France, a flight to England and a Sunday evening broadcast, and devaluation 
of sterling to $2.80 to £1 was an accomplished fact. 


Was Devaluation necessary ? 


se the spate of public discussion in the press, and several days of 
debate in both Houses of Parliament recalled especially for the purpose, 
it is difficult to determine whether devaluation of sterling at this time was 
either necessary or right. Political discussion of the matter was inevitably 
overshadowed by the imminence of a general election, which must take place 
within a few months and is already stirring the party political mechanisms 
into great activity. It was therefore perhaps inevitable that some Opposition 
speakers took the rather over-simplified line that because everything that a 
Socialist Government does must be wrong, therefore devaluation of sterling 
in September 1949 must necessarily have been a mistake. 

In retrospect, the economic policy pursued by the Labour Government 
since 1945 is now seen to have made an eventual devaluation of sterling 
almost inevitable. To blame the Government for devaluing sterling at this 
stage is rather like blaming a man who, after a period of overspending and 
unsuccessful speculation, decides to make a composition with his creditors. 
The blame should be directed at his previous conduct rather than at his 
present decision. And, to pursue the analogy a little farther, the most im- 
portant point to consider is whether he has now reformed his way of life so 
as to live within his income. 


HE British Government since the war has pursued an internal policy 

with little or no consideration of its effects on the external value of the 
pound sterling. Apart from occasional flashes of realism, such as the first 
Cripps Budget in 1948, there has been no consistent attempt to check in- 
flation—suppressed and controlled as much as possible but breaking out in 
one form or another—since 1945. Dr. Dalton’s cheap-money policy through- 
out 1946; the export drive in a period of full employment which has had the 
effect of preventing any increase in goods available for home consumption 
comparable with the expansion of incomes; and, finally, the increased de- 
mands on the community’s resources by the National Health Service and 
Education Acts, have all contributed to the persistent inflation. Sir Hubert 
Henderson, addressing an international conference of bankers at Oxford in 
September, said: 


Inflation continues in Great Britain, though it has ceased nearly everywhere 
else, at any rate outside the sterling area. This is perhaps the most serious aspect 
of the economic crisis. 


Of a country with Britain’s financial history and fiscal experience, this is _ 
indeed a damning indictment. 


The persistence of this inflation in the British economy is intimately bound 
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up with the excessively high level of public expenditure. In the post-war 
situation, with a serious deficit in our balance of payments and an urgent 
need to increase exports, it was imperative to prevent any large increase in 
the domestic demand for goods and services until the normal increase in 
productivity made it possible gradually to expand home consumption. But a 
steady increase in public expenditure has inevitably expanded the public 
demand for goods and services. No reduction in the requirements of the 
Services has been possible; and the growth of food subsidies and of expen- 
diture on the National Health Service and Education Acts, financed by 
taxation, has proved an additional substantial charge on our limited pro- 
ductive resources. The community naturally tries, even in the face of in- 
creased taxation, to maintain its habitual level of expenditure; and the main 
impact of additional demands has fallen on personal savings, which have 
virtually disappeared in recent months. 

This recent experience in Britain demonstrates clearly that the inflationary 
effect of trying to do more than the country’s productive capacity will stand 
cannot be cancelled out merely by balancing the budget. The United King- 
dom should have pursued a financial policy designed to prevent any increase 
in demand on the limited resources available to the home market until 
higher productivity had rectified the position. The results of an inappropriate 
financial policy have been aggravated by other developments introduced, or 
at least acquiesced in, by the Government. The widespread adoption of 
shorter working weeks, longer holidays and raising the school-leaving age 
to 15, all eminently desirable in themselves, have been clean contrary to the 
fundamental needs of the situation. Moreover, and perhaps most important 
of all, the threat of nationalization spreading throughout industry and the 
general government antagonism to profit-earning private initiative has 
tended to damp down the productive forces of the country’s industry. 

A highly industrialized country such as the United Kingdom, heavily 
dependent on imports of food and raw materials, can only live if the inventive 
genius and adaptability of its industry is free and unfettered. That this in- 
ventive genius still exists was abundantly proved during the war under the 
stimulus of the threat to national survival. In time of peace that stimulus can 
only at present be replaced by the urge towards a higher standard of living 
in which entrepreneurs, managements and workers can all share. High general 
taxation, discriminatory taxation on profits and the fear that successful 
businesses are liable to be nationalized at the whim of a government bureau- 
cracy, all tend to weaken efforts in this direction and create a general sense of 
frustration. Government spokesmen have been in the habit of using exag- 
gerated epithets to describe the progress of British industrial production by 
comparison with pre-war years. But there is some evidence to suggest that 
productivity per man-hour is not more than about 8 per cent higher than 
in 1938, an effort certainly inadequate to meet the requirements of our 
international position. 

To sum up this part of the argument, therefore, it is clear that a rigorous 
and sustained policy of budgetary equilibrium at the lowest possible level of 
government expenditure, a postponement of any increase in social-service 
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benefits and longer hours in certain key industries would all have been 
necessary to achieve the requisite increase in output and exports. To the 
extent that the Government has failed to follow this necessarily austere policy, 
the responsibility for devaluation must rest squarely on them. 


The Future 


HAT will be the results of devaluation? Will it be a turning-point 

in post-war British economic history or merely the “futile and danger- 
ous gesture” which will be the verdict of history if the opportunity now 
afforded is missed ? 

The effects of devaluation have been widely discussed, and do not require 
detailed description here. Since most countries of the sterling area and 
Europe have devalued their currencies to a comparable extent, trade within 
the sterling area and between European countries and the sterling area is not 
likely to be greatly affected. There has been a drastic alteration, however, 
in the trading relations between the United Kingdom and the hard-currency 
countries, of which the U.S.A. and Canada are the most important. British 
exporters to these countries are able to reduce their prices in dollars by 
30 per cent and still maintain their sterling income from such sales. Dollar 
prices of goods which are in good demand at competitive prices (such as 
pottery, leather goods and high-class textiles) will naturally not be reduced to 
this extent; in fact it may not be necessary to reduce them at all. But for manu- 
factures which are not in good demand, and the prices of which have not 
been competitive with home-produced goods on the American market, 
devaluation provides an opportunity of substantial reduction in dollar prices 
without any decrease (perhaps even with an increase) in the sterling proceeds 
per unit sold. 

The price flexibility which our exporters thus enjoy is of course bought 
at the price that the volume of British exports must substantially increase in 
order to maintain dollar earnings at the previous level; which means that 
British imports of dollar goods can only be maintained by shipping abroad a 
larger volume of goods than previously. If dollar earnings are to be increased 
to cover the “dollar gap”, then British exports must increase in volume still 
farther. 

It is here that the essential difference between the devaluations of sterling 
in 1949 and 1931 is most evident. In 1931 there was a large volume of unem- 
ployed man-power, capital and industrial resources which could be put to 
work immediately, once devaluation had re-established profit margins, to 
fill the additional demand for export goods. But in 1949 there is no such 
margin of productive resources. One of the consequences of the persistent 
inflation has been a chronic state of over-employment in Great Britain (which 
has incidentally had serious effects on industrial efficiency and labour disci- 
pline); and there is consequently no margin of labour available to increase 
immediately the volume of goods available for the export markets. Increase 
in productivity per man-hour is necessarily a slow process. 

If Britain is to maintain its dollar income, and still more if it is to increase 
it, goods and services previously available for the home market must be 
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diverted to exports. Here is the immediate and inescapable impact of de- 
valuation on the standard of living of the people; to pay for the same volume 
of dollar imports they must sacrifice a larger part of domestic production of 
consumer goods so that these can be made available for export. 

Moreover, dollar imports must now cost more in terms of sterling. Sir 
Stafford Cripps, in his first broadcast, had to announce an increase in the 
price of the loaf from 44d. to 6d. (since reduced to 54d. through the com- 
pensating effect of Canadian devaluation), an immediate attack on the stan- 
dard of living, bearing most heavily on the poorest people. He tried to assure 
his hearers that there need be no further rise in prices affecting the cost of 
living in the near future, but in addressing the annual Bankers’ dinner at the 
Mansion House three weeks later he was more realistic: 


There will, of course, be some decrease in consumption due to the fact that the 
cost of living will rise without, we hope, any rise in personal incomes. That will 
be a burden that will fall almost entirely upon the wage earner and will be felt 
most heavily by those with the lowest incomes. 


After a statement of this kind, and still more when the inevitable effects of 
devaluation have been reflected in rising prices, it will be difficult for Labour 
spokesmen to persuade anyone that their post-war policy has been to the 
ultimate benefit of the poorer classes. Through a failure to give priority to a 
maintenance of the external value of the pound, they run the risk of cancelling 
out, through rising prices, higher taxation and the perpetuation of shortages, 
most if not all of the benefits which these classes have enjoyed through a 


redistribution of incomes. The Government declare that they will not tolerate 
any fall in the standards of the Welfare State; but a direct attack on the com- 


munity’s “welfare”, in the true sense of the word, has already been made. 


Internal Adjustments 


I; is clear that devaluation of sterling would have been much better timed 
if it had been preceded by those comprehensive changes in domestic policy, 
such as cuts in budget expenditure and harder work from all sections of the 
community, which the situation called for. It is not much to assume that, 
in an economy run by planners who are supposed to be able to see well 
ahead, the necessary internal adjustments and the appropriate fiscal steps 
could have been foreseen at the time of the budget in April. 

In fact, nothing was done until the rapidly depleting reserves made action 
imperative, and, instead of a carefully considered step in concert with other 
European countries in like case, a considerable blow to the development of 
European unity in economic matters was struck by unilateral action, which 
incidentally caused a political crisis in France and weakened the British 
position as the financial leader of the O.E.E.C. countries. 

Since no prior action was taken in the field of internal policy, it was the 
more imperative that subsequent action in this field should be swift and 
unquestionably adequate to the needs of the situation. Over a month passed 
before the Government proposals were announced, and there is little doubt 
that the economies which have been decided upon are quite inadequate to the 
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emergency. Total economies amounting to about £265 million in a full 
financial year seem at first sight impressive, but against a total government 
expenditure on current and capital account of nearly £4,000 million it is 
very doubtful whether economies on this scale can hold in check the process 
of internal inflation, intensified as this will be by the effects of expanding 
exports. The greater part of the savings proposed is in the field of capital 
expenditure, and by its very nature can have little effect until late in 1950. 

A courageous first step to end abuse of the National Health Scheme has 
been taken by the introduction of a small charge for doctors’ prescriptions, 
but apart from this there are only a few minor cuts in administrative expen- 
diture to set against the swollen internal demand for goods and services. 
There are no proposals of substantial immediate economies (as part of which 
a moderate reduction of the food subsidies is clearly called for) nor any 
attempt to increase incentives to workers and managements to achieve 
higher output. In this field the Government still relies on exhortation. Apart 
from these inadequate economies, the only important advance—not yet 
transferred from the field of promise to that of performance—is a recog- 
nition that the present rate of release from the sterling balances cannot 
continue. 

In this indeterminate but undoubtedly dangerous position Great Britain 
now has to face a period of months when statesmanlike leadership, never a 
feature of this Government, will probably be at a minimum in the face of 
political manceuvring for the election next year. The gravity of the economic 
position can perhaps be best exemplified by a quotation from Sir Stafford 
Cripps’s speech in the House of Commons on October 26: 


In putting our dollar import programme as high as 1,200 million dollars we are 
deliberately taking a risk on the building-up of our dollar exports and upon the 
success of the dollar-saving efforts of the whole sterling area. 

Were we to be obliged to go down below the 1,200 million dollar level we 
should certainly be unable to maintain the flow of raw materials necessary for full 
employment and full production. That emphasizes how directly dollar earnings 
are connected with full employment. 


This can only mean that unemployment through scarcity of raw materials 
will become a definite issue in Britain within 12 to 18 months if steps are not 
quickly taken to rectify the position. The spirit of 1940, which lies for the 
moment dormant, must soon be reawakened if disaster is to be averted. 





TOWARDS A PARLIAMENT OF 
EUROPE 


“ACHIEVEMENTS OF THE STRASBOURG ASSEMBLY 


HE Consultative Assembly of the Council of Europe, which sat in 

4. Strasbourg from August 8 to September 9, 1949, can be said to have had 
a successful and useful meeting, in which it proved itself an effective organiza- 
tion. It was not an international conference in which delegations of various 
Governments took part. On the contrary, the members of the Assembly 
were representatives, whether chosen by vote in the national Parliaments or 
nominated by the Governments, who were independent individuals of every 
political opinion. They spoke and voted on their own responsibility. The 
position of the British representatives was a little different. There were two 
Labour Ministers among them, and the rigidity of the British party system 
undoubtedly tended to identify the views of the representatives with those 
of their respective parties. In the five weeks during which the Assembly 
sat it became a real debating chamber with an individuality of its own. Much 
of the credit for this is due to M. Herriot, the Provisional President, and to 
M. Spaak, the President, whose availability for this office was in doubt up 
to the last moment because of political events in Belgium. The combined 
experience of the representatives was impressive. For instance, on the 
Economic Committee there were some half-dozen former Finance Ministers. 

The Assembly worked under an efficient procedure mostly on the con- 
tinental model, and in the first days obtained the freedom to discuss all the 
subjects required to be debated in connexion with the objectives contained 
in the Statute of Europe. Its work concluded in a series of recommendations 
to the Committee of Ministers on a number of subjects, the most important 
of which were the economic and political recommendations. To us here, two 
important questions arise: what is Great Britain’s réle in the Council of 
Europe, and is the action recommended at Strasbourg consistent with our 
position in the Commonwealth ? 

From the first it was clear that both British and foreign representatives 
took it for granted that there was nothing inconsistent in Great Britain’s 
remaining a member of the Commonwealth while at the same time being a 
member of the Council of Europe. Three other countries present at Stras- 
bourg have considerable oversea territories—France, Belgium and Holland— 
though none of them has the special relation that Britain has with the 
Dominions. Among the French delegates were two members of the French 
Chamber of Deputies representing thousands of square miles in Africa. 
This is because the French Chamber includes members representing what 
we should call French colonial possessions. One country—Turkey—has 
the greater part of its territory outside Europe. In these circumstances it 
appeared natural that the relation of Great Britain to the Dominions and 
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oversea territories should be accepted by the other member States of the 
Council. 

Britain’s place in the Commonwealth was made quite clear in the debates 
of the Assembly by the British delegates, Labour and Conservative alike. 
They stated that the Commonwealth came first and Europe second if any 
such choice had to be made, but in fact, geographically and politically, 
Britain was a member of both, and would be required to take part in uniting 
Europe. Its task would be to work towards union between the Common- 
wealth and western Europe. The politicaland economic security of both would 
be increased if the democratic nations of Europe achieved a degree of unity. 


Preferential Systems and the U.S.A. 


N the economic recommendations the system of Imperial Preference 
was accepted. The English pound, although. battered, was recognized as 

being an international unit of exchange. The claim that sterling should be the 
currency of international trade for United Europe, since the machinery and 
the experience of management of that currency already existed, was put 
forward by Mr. David Eccles, the rapporteur of the Economic Committee. 
A new unit of currency, such as the suggested bancor, would, he pointed 
out, require the setting up of an entirely new system. This proposal was not 
rejected by the members of the Assembly: rather it seemed to appear to 
them worthy of consideration. This was before devaluation, and undoubtedly 
the British Government’s failure to consult their fellow European Govern- 
ments on this matter has appeared to be an unneighbourly act, and contrary 
to the spirit of Strasbourg. On the other hand, the chain of devaluations 
started by Sir Stafford Cripps has shown how dependent on the pound is the 
majority of European currencies. M. Motz, one of the Belgian representa- 
tives, while not opposed to the use of sterling as the international currency, 
pointed out that previously the pound had been an international monetary 
unit controlled by the Bank of England, but to-day it was a political and 
economic instrument of policy in the hands of the British Government. 
M. Petsche’s recent proposals to O.E.E.C. are in accord with the wish 
expressed by the French and other representatives at the Council of Europe 
to achieve a degree of economic unity, if need be without Great Britain. 

One of the recommendations on the rdle of the Council of Europe in 
the economic field was that the Committee of Ministers “should take 
all the preliminary steps necessary for the establishment of a European 
economic union which shall retain the preferential systems and economic 
ties now in existence between certain European nations and the overseas 
countries and territories associated with them and to consider their pro- 
gtessive extension to the other member States of this Union”. 

This recommendation (in another form) was carried in the Economic 
Committee by three votes. It was argued there against the recommendation 
that the extension of preferences would be regarded in the U.S.A. as a breach 
of the Havana Charter. Another point of view was that the proper way to 
form a European market was by establishing a customs union, or alternatively 
establishing a complicated system of bilateral treaties. 
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In the result the majority of the Committee took the view that it was 
necessary in the present crisis in Europe to get the U.S.A. to recognize that 
world multilateral trade according to the orthodox doctrines of Havana 
was impossible of attainment at the moment, and that the right course was 
to take all practical steps to establish as quickly as possible a multilateral 
system of payments with interconvertible European currencies; to create 
permanent machinery for the co-ordination of credit policy, and do every- 
thing to liberalize inter-European trade. 

When the Committee’s report came to be considered by the whole 
Assembly, Dr. Dalton moved that the report should be referred back to the 
Economic Committee for more “mature consideration”. In particular he 
described the request to the Committee of Ministers to appoint a delegation 
to negotiate with the U.S. Government on discrimination and U.S. customs 
duties as “humbug, unreal and a stupid form of self-assertion”’. 

The recommendation mentioned above dealing with economic union 
and preferences was redrafted by M. André Philip to make clear that the 
extension of the preferential systems should be progressive. 

The economic recommendations were framed with a sense of urgency. 
The preamble warns the people of Europe that millions will soon go hungry 
and unemployed unless Europe can increase its productivity to pay for its 
essential imports. It is, therefore, necessary to create an economic union of 
Free Europe, which would not be an exclusive area, but which would mean 
the progressive abolition of restrictions on the movements of men, money 
and goods. This, it is stated, involves central planning and the maximum 
degree of individual liberty. It was also recognized in debate that, while 
the Assembly was pledged to a policy of full employment and a rising 
standard of living, some particular interests would be bound to be adversely 
affected in the building up of European Union. Not many shared the fear of 
Mr. Lee, who represented the British trade-union point of view, that economic 
union would seem to mean mass unemployment; he said that, while vast 
changes were doubtless necessary, he believed that Europe might be led out 
of the frying-pan into the fire. This point of view was criticized by the Con- 
tinental representatives of Socialism, many of whom have been leaders in the 
movements for European unity and who did not agree with the British 
Labour party that measures for European unity, to be effective, must be on an 
exclusively Socialist basis. 


The Question of German Membership 


HERE was widespread agreement that the economic difficulties of 
Europe could not be solved unless the political problems were faced. 
The Assembly resolved that its ultimate aim was the creation of a European 
political authority with limited functions and real powers, and requested its 
General Affairs Committee to draw up a plan setting out the general principles 
upon which European unity should be based. No issue was joined at this 
first session on the questions of federation and cession of sovereignty. Rather 
the highest common factor of agreement was sought by proposals that would 
c 
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make the Assembly an efficient and representative advisory body, and the 
Committee of Ministers an organization with authority. 

The admission of Germany—that most insistent and important European 
problem—was excluded from the questions handed down at the beginning of 
the sittings by the Committee of Ministers for discussion by the Assembly. 
This original list of subjects for debate was so remarkably restricted that it 
must be supposed that it was done deliberately in order that the Committee 
of Ministers should be able to make concessions. 

Mr. Churchill as, so to speak, the founder member of the Assembly, was 
expected to review the successive steps in the formation of the Council of 
Europe, and to recall how public opinion, acting through the European 
Movement and kindred bodies, had forced reluctant Governments to do 
something which only two years before would have seemed impossible, 
namely to summon the first Parliament of Europe. It would have been an 
occasion for mutual congratulations and welcome. Instead, Mr. Churchill 
spoke on the most important and urgent political problem—the position of 
Germany—a subject which many of the representatives did not wish to discuss 
and which seemed to have been deliberately excluded from the cognizance 
of the Assembly by the Committee of Ministers. 

Here was a warning by one who had in the past warned accurately but 
often in vain. He made the Assembly face a question which was capable of 
dividing them sharply; but by his insistence on the cardinal importance 
of the problem, together with his recognition of the special difficulties of the 
German problem for countries like France, he created the atmosphere of 
realism in which the problem was tackled by the Political Committee. 

This committee recommended that the question of the admission of other 
countries, either as members or associate members, should be first examined 
by the Committee of Ministers, and then referred to the Assembly before 
the next session of the Assembly, whether ordinary or extraordinary. This 
formula, adopted unanimously by the Political Committee, allayed the fears 
of the French and Belgian representatives that the question of the admission 
of Germany might be considered separately in the first session and might 
result in an unbalance which would have serious results in Germany itself. 
The intention behind this proposal was that the admission of the Saar and 
Austria should be discussed by the Committee of Ministers at the same time. 
M. Bidault linked the German problem with the admission of the Saar, for 
very obvious reasons. No conflict should arise between France and England 
on this point, since both Britain and the U.S.A. at the Council of Ministers in 
April 1947 agreed to the French Plan for a politically independent Saar. It is 
possible, however, that the Committee of Ministers will not approve of the 
Assembly’s claiming the right to discuss the admission of new members, 
which under the Statute is a matter for the Ministers. 

Whatever hopes might be entertained for closer and more effective co- 
operation in western Europe, union in Europe could never become a reality 
without the help and strength of a free and democratic Germany. Mr. 
Churchill had invited the Assembly to decide this vital question as soon as 
possible, which was understood to mean at the end of the Assembly’s session, 
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after the results of the German elections were known. Unfortunately the 
competing bids of German politicians for the nationalist vote had their 
effect at Strasbourg, and it became apparent that to decide the question of 
the admission of Germany during the first session would have been unwise. 
It would have looked as if the Assembly were giving in to these manifesta- 
tions of German nationalism. Once the specific question was raised it would 
have been fatal for the Assembly not to recommend the admission of Ger- 
many, since to do otherwise would have been to discourage and depreciate 
those elements in Germany which were seeking to establish a peaceful non- 
aggressive Germany with an established position in the European family. 
On the other hand, Germany’s record even before Nazi days in the League 
of Nations obviously demanded guarantees that the Germans had adopted a 
democratic system with the same aims of useful co-operation as are pursued 
by the other members of the Council of Europe. Hence the recommendation 
that the question should be examined promptly but not immediately. Delay 
would make it more difficult for Germany to find a new purpose in inter- 
national collaboration to replace the old aim of aggression. Mr. Churchill 
stated that one of his main motives in advocating European Union was to 
bring Germany into the European family, for otherwise a resurgent Germany 
which was not included in the new organization would make it unworkable 
by the very fact of remaining outside. 


Rules of the Club 
N this connexion the recommendations adopted by the Assembly on the 


Rights of Man are of importance. A detailed draft convention was recom- 
mended in which ten of the fundamental rights contained in the United 
Nations Declaration were to be guaranteed. If Germany or Spain or Portugal 
is to be admitted it will be required to conform to the principles contained in 
this Convention—i.e. to guarantee inter alia freedom from arbitrary arrest, 
freedom of opinion, religion and assembly, and freedom to unite in trade 
unions. Article 3 of the Statute of the Council of Europe states that every 
member of the Council of Europe must accept the principles of the rule of 
law and the enjoyment of human rights by all persons within its jurisdiction. 
The Convention, if adopted, will expand this obligation into the “‘rules of the 
club” to which any new member must conform. If he breaks the rules he can, 
as proposed by the Convention, be called to account by a European Court of 
Human Rights, acting on the investigations of a European Commission on 
Human Rights. If this recommendation is adopted by the Governments, and 
it is important that public opinion should see that it is adopted, a great advance 
will have been made on the universal Declaration of Human Rights of the 
United Nations organization, which is merely declaratory and is not, of 
course, supported by any sanctions. In the scheme proposed by the Assembly 
even individuals could petition the Commission in respect of alleged viola- 
tions of their rights, and if backed by the Commission they could bring the 
offending State, even their own, before the Court. 

In the broad fields of social, scientific and cultural co-operation the 
Assembly adopted a number of recommendations which, if implemented, 
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would bring lasting benefit to the people of Europe. It is necessary that 
advance on these technical lines should be made at the same time as the 
more difficult political and economic problems are tackled. Mr. Harold 
Macmillan suggested that, as a first step, while more far-reaching develop- 
ments were under consideration, the Assembly should propose draft con- 
ventions on a number of specific issues. A good beginning was made in 
Human Rights. A draft convention for the creation of a European Patents 
Office was also included in the recommendations, and the study of the 
questions of a common European nationality, and of a European passport, 
was referred to committees. 

As far as it went, Strasbourg was a success, if, and only if, the respective 
Governments take action. The first steps have been wise and cautious, but 
they lead nowhere unless they are continued. It is necessary that the Com- 
mittee of Ministers should, in Mr. Macmillan’s words, grow in stature and 
authority and be given the right as a corporate body to ask questions and 
demand explanations from the constituent Governments, and in turn be 
required to report to the Assembly what action they have taken on the 
Assembly’s recommendations. Strasbourg accomplished much provided 
that a continued constitutional growth is maintained. 

There is no conflict between our obligations to the Commonwealth and 
Empire and closer unity with Europe. The proceedings at Strasbourg showed 
that free Europe intends to unite. This must happen if Europe is to survive 
either politically or economically. Great Britain’s participation in this union 
is of importance to the continental peoples, but of even greater importance 
to us. A united Europe which excludes Great Britain would be dominated 
by Germany. Economically the results of exclusion would be equally dis- 
astrous. The economic potential of a united Europe would be immense. The 
consequence of British isolation might be the erection of a tariff wall around 
Europe that would exclude Great Britain. At this time of economic disaster 
the policy of creating a united European trading area gives Britain the 
chance to expand her markets by cutting overheads and increasing turnover. 
It gives Britain a fresh opportunity to play a leading part in world affairs. 
A United Europe would provide strategic security—no Russian dictator 
would be able to overrun Europe; the increasing prosperity of the European 
people would halt the advance of Communism, and at the same time it would 
create the conditions for economic recovery. A strong regional association 
of Europe, followed it is to be hoped by other similar “Continental units”, 
would, in Mr. Churchill’s words, “form the pillars of the world instrument 
for maintaining security and be the best guarantee of maintaining peace”’. 





“THE COMMONWEALTH RELATIONS 
CONFERENCE 


/A CANADIAN VIEW 


Fo the fourth time in sixteen years unofficial delegates from the various 
Commonwealth countries met for ten days to survey the position of the 
member nations in the post-war world, to examine current and prospective 
international problems and to assess the evolution of the Commonwealth in 
the light of internal and external developments. As in 1933 it was the task 
of the Canadian Institute of International Affairs to act as host. With the 
approval of the Committee on Arrangements and Agenda it selected as 
meeting-place Bigwin Inn, a well-known summer resort on the Lake of Bays 
in the Muskoka region, 140 miles north of Toronto. This choice of locale, 
free in September from the presence of summer tourists and likewise free of 
the counter-attractions of a large city, resulted in a maximum concentration 
of effort upon the work of the Conference. It also greatly furthered the 
friendly association of the seventy delegates which was such a pleasant 
feature of the proceedings. The result was a conference which veterans of 
previous meetings agreed in describing as the most successful of the series, 
and which induced novices who answered the detailed questionary about 
plans for future meetings to plump for another one in a similar setting and on 
similar lines in 1952. 

When Chatham House convened the last discussions in February 1945, 
war-time conditions inevitably limited attendance and made the delegates 
less representative of their countries’ opinion than had been their predeces- 
sors.* This time dollar shortages were a contributing factor in reducing the 
size of delegations and thus limiting their representative character, an obstacle 
which particularly handicapped Ceylon and New Zealand, but fortunately did 
not prevent the attendance of able delegations from India and Pakistan. In 
some countries it was not always possible to cover a complete range of 
political views. Both Ireland, which because of its unique relationship with 
the Commonwealth had been invited, and South Africa, though well repre- 
sented, were unable to secure delegates who could expound with personal 
conviction the views held by the followers of Mr. De Valera and Dr. Malan. 
But gaps in representation were usually offset by the preliminary delegation 
papers in which were described the political, strategic and economic problems 
that confronted each country. + By common consent the delegation from the 
United Kingdom was regarded as the outstanding one for its representative 
character and the technical competence of its members. The Canadians made 

* Cf. “British Commonwealth Relations”, THe Rounp TaBLe, June 1945, p. 218. 

t Two of the delegation papers have already been published: J. Douglas Gibson (ed.), 
Canada’s Economy in a Changing World (Toronto, The Macmillan Company of Canada), and 


Nicholas Mansergh, The Commomwealth and the Nations (London, Royal Institute of In- 
ternational Affairs). 
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themselves felt most effectively in economic discussions and in interpreting the 
views of the United States when they spoke with an “American” accent and 
reminded the others that almost every Commonwealth problem necessitated 
close co-operation with the United States if a solution were to be reached. 

The four crowded years since the last conference had brought about more 
changes in the Commonwealth and more intractable problems for it to 
grapple with than any similar period in history. Burma had become in- 
dependent, the Palestine Mandate had been terminated in the bitterest atmo- 
sphere possible and Ireland had decided to become a republic and leave the 
Commonwealth. Her departure had been softened by her desire to retain 
a special relationship with the Commonwealth Governments, of which the 
retention of the title, High Commissioner, for her representatives in Com- 
monwealth capitals was an interesting indication. India too had chosen to 
become a republic but had simultaneously expressed a willingness to remain 
in the Commonwealth and had freely accepted the King as the symbol of 
the free association of the independent member nations and “‘as such the 
Head of the Commonwealth”. Pakistan has still to make her decision, but 
her emergence as a young nation based upon a theocratic culture was a 
tremendous fact. South Africa had a new government with drastic views on 
racial policy and backed by a strong republican element that had not over- 
looked the significance of the Indian precedent. Canada had welcomed 
Newfoundland, Britain’s oldest colony, as her tenth province and incurred 
obligations under the North Atlantic Pact which were a far cry from the 
policy of No Commitments of the thirties. The United Kingdom, also com- 
mitted to the Pact, was a senior partner as well in Western Union, in the 
Council of Europe, and in the Organization for European Economic Co- 
operation. In each grouping she was being daily reminded of her respon- 
sibilities as a European State. The seriousness of her economic position had 
made necessary the financial talks in Washington, which began and ended 
during the Muskoka Conference and paved the way for the decision to 
devalue the pound that was announced just as the conference concluded. 
The war-time hopes for a close and cordial partnership of the United States, 
the U.S.S.R. and the United Kingdom, which had reached their peak at Yalta, 
had vanished almost as quickly as they had arisen. The frustration of the 
United Nations, the unbroken deadlock over the control of Atomic Energy, 
the failure even to draft a treaty of peace with either Germany or Japan, the 
Bonn Constitution for Western Germany, the emergence of a Communist 
China, these were the grim proofs of the awful shadow of a seen power which 
no man dared ignore. 


Foreign Policy and Defence 


HESE events and the developments of the war period caused the Mus- 
koka discussions to be characterized by a notable lack of interest in such 
topics as equality of status, the right of neutrality or the right of secession 
over which so much controversy had raged in the past. It was taken for 
granted that each Commonwealth country in this “league of independent 
democratic states”, as one delegate described it, was free to do precisely as it 
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pleased. In the words of one constitutional expert present, “the constitu- 
tional lawyers had worked themselves out of a job”. Doubts were expressed 
in some quarters about the wisdom of the various Citizenship Acts, in which 
Canada had been a pioneer and which had resulted in South Africa’s terminat- 
ing the interchangeability of South African citizenship and British nationality. 
But majority opinion approved of them as symbols of nationalism and 
as practical necessities in negotiations with foreign States. An Australian 
summed up the prevailing sentiment on Commonwealth organization when 
he suggested that, since agreement had been reached on the extent to which 
ties could be loosened, it now remained to consider how close the remaining 
ties should be. On this question, with few exceptions, the delegates displayed 
an aversion from proposals which would centralize or make more formal 
existing methods of consultation and co-operation. There was no disagree- 
ment on the advisability of frequent meetings of Commonwealth Prime 
Ministers or of Cabinet Ministers concerned with finance, trade, foreign 
affairs or defence. There was general approval for the steady improvements 
in contacts among the Commonwealth States on the “outer edge” who had 
previously been almost solely concerned with the relationships between 
London and their own capitals. But there was no enthusiasm for a Common- 
wealth secretariat, which was suggested by one delegate. Nor did anyone 
advocate a single Commonwealth foreign policy, which was not surprising 
with intra-Commonwealth differences over Palestine fresh in the minds of 
most delegates and with the growing emphasis on the cultivation of regional 
relationships as exhibited in the Anzac Pact, the Asian Conference and the 
North Atlantic Pact. There was, however, a desire for a common purpose in 
foreign policy, which was generally recognized as the preservation of free 
institutions and a democratic way of life against the disruptive forces of 
Communism. Similarly no one proposed an exclusive Commonwealth de- 
fence policy. Again the facts of life contradicted its possibility and the value 
of regional groupings was further demonstrated. It was hoped that what had 
been achieved in North America, in the Atlantic region and in western 
Europe might find a parallel in the Middle East. But Asian speakers doubted 
the possibility of similar arrangements in South-East Asia until colonial 
questions had been settled there, while others questioned the present need 
for a Pacific Pact such as interested Australia and New Zealand. Yet there 
was no lack of emphasis upon what one speaker called “the cruel, crude and 
terrible facts of defence”. He went so far as to warn the Asian delegates that 
a complete change of heart was required in their countries so that they would 
give defence its proper priority in importance. 

In reply to this blunt challenge the speakers from Pakistan, India and Cey- 
lon pointed to the importance of putting in the forefront a policy of social 
and economic reforms, which were essential for allaying domestic discontent 
such as Communism was always ready to exploit. It was not a question of 
preferring opulence to defence but of filling an empty belly before putting its 
owner in uniform. They were all convinced believers in the democratic ideal 
and anti-Communist in feeling, but they warned the conference that unless 
democracy could deliver the goods in their respective countries the younger 





24 THE COMMONWEALTH RELATIONS CONFERENCE 


generation would turn to Communism, and the mass of the voters would 
bundle out of office the small minority of the population with Western 
education who understood the workings of democracy. They also argued 
that, in any event, if defensive strategy was to be effective, it must be based 
upon mutual confidence, and the peoples of Asia were still not wholly con- 
vinced that economic imperialism was not exerting an influence upon the 
very Western Powers who were so anxious for an anti-Communist front. 
One Indian delegate even suggested that too close an integration of the 
United Kingdom with western European Powers might be viewed with 
suspicion in the East, as tending to contaminate her liberal spirit by associa- 
tion with Powers of more reactionary views. Speakers from Pakistan who 
said that a Russian advance into central India would only be over the dead 
bodies of their countrymen laid stress on their urgent need for more defence 
material. They were also emphatic that, until Pakistan’s fears of Indian aggres- 
sion arising from such episodes as the Kashmir incident had been stilled, it 
was unreasonable to expect their country to co-operate in a regional pact. 
They deplored the failure of the other Commonwealth countries to respond 
to urgent appeals from Karachi for effective intervention to settle the dispute 
in its early stages. 

In the economic sphere the same doubts of a single Commonwealth policy 
were evident. Nine governments with different fiscal policies, varying degrees 
of economic development and contrasting concepts of the rdle of the State in 
economic life could not possibly work out a single policy under the aegis of 
an economic general staff. But it was felt that there was real need for a better 
understanding of Commonwealth problems. General approval was afforded 
for an Indian suggestion that a Commonwealth economic conference, prob- 
ably at the unofficial level but with government approval, should initiate a 
survey of Commonwealth resources, assess the effects of the war upon the 
various national economies and study the needs of the under-developed 
Commonwealth countries for technical advisers, training of personnel, capital 
and capital equipment. In short, as one delegate put it, was it possible for 
the Commonwealth to have a Fourth Point complementary to President 
Truman’s ? It was recognized that Imperial Preferences had lost much of their 
usefulness through import restrictions, bulk purchases, quotas and cur- 
rency controls; but hopes were expressed that their usefulness might be 
regained in the future. If so, United Kingdom speakers felt that preferences 
for U.K.-manufactured exports might take their place beside those for food- 
stuffs and raw materials. 

It was natural that economic problems produced some of the longest and 
most closely reasoned debates. How the Commonwealth countries and the 
United Kingdom in particular were to make the structural readjustments 
necessary to meet the changed conditions of the post-war world was 
examined from every angle. As might be expected, diagnosis was easier than 
cure; but there was general agreement on major principles of policy. No one 
challenged the axiom that the restoration of trade at a high-level balance 
between North America and the rest of the world was essential. To achieve 
balance by cuts in imports involved grave dangers of shortages of foodstuffs 
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and raw materials, corresponding unemployment and a second chance for 
Communism to become a major threat to the domestic security of western 
European countries. Without a balance of trade at a high level the world 
might divide into three factions rather than two, to the detriment of the 
democracies. For Canada, whose reasons for not belonging to the sterling 
bloc were accepted by every country represented, such a position would be 
almost intolerable. It was also generally agreed that a return to multilateral 
trade as soon as possible was in the common interest. Canadian speakers 
were critical of the price tags attached to recent bilateral deals by the United 
Kingdom. But a return to multilateral trade was only feasible if world prices 
were on a comparable and competitive basis. 


The Economic Crisis of the Sterling Area 


INCE the United Kingdom, in spite of her impressive achievements in 
expanding production and exports and in curbing imports of all but the 
most essential goods, had lately encountered serious difficulties, her economic 
position received the greatest attention. As the manager of reserves in the 
sterling area, the principal market for most of the Commonwealth and the 
main supplier of several Commonwealth countries, her economic well-being 
was essential to the welfare of all. Over the extent to which in Britain further 
disinflation was necessary, the degree to which the State should regulate the 
price mechanism, the need for greater concentration upon dollar markets 
despite the attractions of sales to the sterling countries which were drawing 
upon their war-time balances in London, the methods by which greater 
incentives could be provided for the British owner, manager and worker, the 
rate of growth of the Welfare State, there were marked differences of opinion 
among and within delegations. United Kingdom speakers vigorously denied 
any suggestion that theirs was a flabby economy and questioned the fairness 
of the phrase “unrequited exports” as applied to U.K. contributions to 
European recovery and Asian improvement. They pointed out that Britain 
was probably not living beyond her resources to the extent of more than 
2 per cent. That gap might have been filled if access to North American 
markets had been easier and the American Congress were less prone to 
respond so quickly to the appeals of pressure groups. In the light of what was 
so soon to happen it is significant that there was general agreement that 
devaluation by itself would not solve the British problem. For higher import 
costs to be reflected rapidly and completely in higher money wages and 
manufacturing costs would tend to defeat the hopes of being competitive in 
dollar markets which had in part inspired devaluation. Consequently, devalua- 
tion must be accompanied by vigorous measures to hold down prices, which 
in turn implied further measures of disinflation. It was also recognized that 
devaluation of sterling would make the United Kingdom still more attrac- 
tive for underdeveloped Asian countries as a source of supply for capital 
goods which would become more expensive if purchased in the United 
States. To meet their urgent needs without slowing down the rate of expan- 
sion of dollar sales would require great efforts to increase production and 
improve deliveries and close supervision of exports by the United Kingdom. 
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At the same time, however, devaluation would make more attractive in the 
North American market the commodities from the sterling area such as 
wool, hides, rubber and jute. If, as the Washington talks seemed to indicate, 
the United States increased its stock pile of strategic materials and was more 
amenable to greater use of natural rubber, India, Pakistan, Ceylon and some of 
the British colonies would be able to increase their store of American dollars. 

As on other occasions, the Asian delegates reminded the conference of the 
urgency of their economic problems. They felt with justice that the strain of 
the war upon their economies and the shocking degree of inflation which they 
were still experiencing were not nearly so well appreciated as they should be. 
Independence had only increased the expectations of the teeming millions 
of their countrymen that, with the removal of their alien masters, they would 
rapidly secure a larger share of the good things of life. Without the flow of 
capital which did not seem likely to come to any appreciable degree from 
other Commonwealth countries, the provision of the capital equipment 
necessary to modernize agriculture and establish industry, the loan of Wes- 
tern and the training of Eastern technicians, they feared that there would 
develop grave economic and political difficulties from which Communism 
would alone profit. It was for these reasons that the Commonwealth coun- 
tries in Asia were prepared to go farther than others in suggesting various 
projects for Commonwealth conferences and even permanent advisory com- 
missions. 


Colonies and Race Relations 


CROWDED programme, and the burning question of racial discrimina- 

tion prevented related colonial problems from receiving the attention 
which was their due. To put it in its crudest form, colonial welfare was a matter 
of Commonwealth concern since the Colonies provided 10 per cent of United 
Kingdom imports and were on balance dollar producers. In the African 
colonies which were used as prototypes there were economic and social 
changes proceeding that could only be compared in their significance with 
the Industrial Revolution of nineteenth-century England. All parties were 
agreed in Britain, as a speaker said, that “We must treat the new citizens of 
Africa in terms of equality. We must grant them the same fundamental 
rights that we demand for ourselves with no mental reservations.” He was 
equally confident that great commercial firms and banks were aware that the 
avowed policy of training Africans for complete self-government was essen- 
tial and desirable and were training their employees in the same spirit. Under 
the Colonial Development Act of 1945 expenditures totalling £120 million 
in ten years had been approved and more than half of this sum had already 
been allocated. Such amounts were in addition to the sums appropriated by 
Colonies themselves. But the full development of the African peoples could 
only be achieved by the complete elimination of racial discrimination. It was 
here that South African racial policy assumed much more than local signifi- 
cance. Since African peoples possessed a continental sense of brotherhood 
rather than a local nationalism, they could not fail to be concerned by what was 
happening to their kinsmen in South Africa. Hence, an enlightened native 
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policy in South Africa was essential for the welfare of both that country and 
the entire continent. This frank and sincere warning, which was repeated by 
speakers from all the Asian countries, produced one of the most moving 
debates of the conference. In reply, South Africans emphasized the extreme 
complexity of the economic problems of a multi-racial society and drew 
attention to the real progress that was being made in such fields as native 
education. They believed some of the dubious features of recent policy in 
their country arose from the political reaction to uninformed criticism which 
South Africa had experienced at the United Nations. They werenot convinced 
that solutions along classic liberal lines were applicable to a society as com- 
plex as theirs and hoped that the question of race relations would receive 


more investigation in the various Commonwealth Institutes of International 
Affairs than at present. 


Structure of the Commonwealth 


Y spending the longest time in discussing the evolution of the Common- 
wealth in the post-war world, the conference underlined what more than 

one speaker described as the most significant part of the agenda. There was 
no doubt that its members were unwilling to accept the formula of federation 
as the solution for the problems which faced them, even though the value 
of the ideal which lay behind its advocacy was fully appreciated. For a group 
of States who were what history had made them, the growth of the sense of 
community was more valuable than the establishment of a contractual 
relationship. Western Union or O.E.E.C. might be “chartered impotents”, 
as the sole stalwart champion of federation declared, but the unchartered 
Commonwealth had proved its power of survival in two world wars and 
remained the only international association with a family spirit. To the worth 
of that spirit there were impressive tributes from all parts of the Common- 
wealth. From Pakistan came praise for the sense of family, which the speaker 
felt in the conference proceedings, that made it possible for him to speak 
admiringly about Britain as “the freest spot on God’s earth” and at the same 
time describe bluntly British mistakes in India and Middle East. The atmo- 
sphere of discussion in Muskoka could not be duplicated in Strasbourg, said 
another delegate who was fresh from observing the initial meetings of the 
Council of Europe. The emphasis on gradualism, the liberal-democratic ethic, 
the rejection of a super-state, these were for a Canadian the dynamic of the 
Commonwealth which gave it meaning. So strong was this feeling that speakers 
from Australia and Ceylon were critical of any discussion of “the springs of 
the future evolution of the Commonwealth” lest examination should weaken 
the very attitude of thought and emotion which had been successfully achieved. 
This dislike of formalization and reliance upon spontaneous co-operation, 
which Irishmen reproachfully pointed out had not been relied upon in the 
Anglo-Irish negotiations of the ’twenties, did not preclude delegates from 
examining the efficiency of the present methods of consultation. The repudia- 
tion of new or more centralized machinery, as already noted, was paralleled 
by suggestions for more frequent contacts for functional purposes of both 
Ministers and officials. Several speakers felt there should be less timidity in 
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admitting that Commonwealth discussions had taken place and more frank- 
ness in describing what had actually happened. It was also suggested that 
in the various Commonwealth capitals the High Commissioners and their 
staffs should appear less inclined to play down their parts whether from a 
sense of modesty or under instructions. 

The conference displayed widespread concern at the admittedly imperfect 
appreciation of Commonwealth history and Commonwealth policies which 
was to be found in the younger generation, in the overwhelming majority of 
the people of the Asian dominions, and in the United States. One speaker 
suggested that each national institute should take stock of its country’s 
knowledge of the other partner peoples in order to establish the factual basis 
for an examination of how the situation should be improved. But it was 
unanimously conceded that better Commonwealth public relations were not 
a question of press stunts. They depended upon deeds rather than words, 
as one Canadian associated with the press emphasized. They were best 
developed by private relations, said a United Kingdom delegate, from the 
contacts of Press Unions or Trade Unions, Bar Associations or Parliamentary 
Associations. They might be encouraged by a Commonwealth Council along 
the lines of the British Council, suggested an Indian delegate. They would be 
strengthened by increased exchanges of scholars among Commonwealth 
universities, more chairs of Commonwealth Relations, and the expansion of 
Commonwealth scholarships which should be Rhodes scholarships in reverse. 
It was on this note of shared and communicable experience that the delegates 
ended their deliberations. 

N.B.—The foregoing report is the work of the Round Table Group in Canada who have 
asked that it take the place of their usual quarterly account of their country’s domestic affairs. 
Reasons of space have compelled some curtailment of the section on ““The Economic Crisis in 
the Sterling Area’. A full report of all the proceedings is to be published in 1950 by the 
Royal Institute of International Affairs. 

The Editor has also received the following note from Mr. Lionel Curtis, a member of the 
United Kingdom delegation to the Conference : 

The time of the official conference was spent in discussing numerous 
problems of which, as the foregoing report notes, “diagnosis is easier than 
cure”. It also notes that the bond which unites the Commonwealth was felt 
to be “the common purpose of preserving free institutions”. Having fore- 
seen that discussion of steps needed to achieve this purpose might be crowded 
out by secondary problems, I had written a short book called World Revolution 
in the Cause of Peace, to the American edition of which Mr. Justice Owen 
Roberts, late of the Supreme Court of the U.S.A., contributed a foreword 
beginning as follows: 


The prevention of world war has become the first essential of our survival. 
War... has become like a fire—you cannot win a fire, but you can prevent fire. 
And this is what we have got to do. This book tells how it can be done, and in my 
opinion the only way it can be done. 

This book was circulated to the members of the Conference. As the Pro- 
gtamme Committee felt that delegates would like to discuss this thesis 
unofficially, an evening was reserved for the purpose. 





GREECE AND HER ENEMIES 


‘THE BRITISH INTEREST IN THE FREEDOM 
OF THE BALKANS 


INCE December 1944 the Greek State has been almost continuously at 

war with the armed forces of the Greek Communist party. In this struggle 
it has been sustained first by Britain alone; then by Britain and the United 
States together. From these two associated Powers it has received financial and 
economic assistance, war material, civil and military advisers, and the moral 
support of a brigade of British troops. The Communists, on their side, have 
also received external assistance. They have had military supplies and 
propaganda backing from Soviet Russia and her satellites. They have also 
established bases within the boundaries of Greece’s northern neighbours— 
Albania, Jugoslavia and Bulgaria. It is from these bases that they have 
launched their attacks and to them that they have retired when hard pressed. 
Thus, like the war in Spain, the war in Greece has been at the same time a 
domestic and an international conflict. 

By the decision of its British and American allies the Greek National 
Army has not been allowed to pursue the rebels beyond the borders of 
Greece. Nor has it been helped to expand its effectives to the point where 
it could have sealed off the whole length of the northern Greek frontier. 
As a result the Communist rebellion has never been finally suppressed. Every 
autumn, after heavy fighting, the bulk of the rebel forces have been driven 
out of Greece. During the winter they have rested and reformed in Albania, 
Jugoslavia and Bulgaria, to the accompaniment of a political offensive 
designed to rally their supporters and divide their opponents both in Greece 
itself and in the world at large. In the spring, when the snows have begun to 
melt on the mountain passes, they have filtered back into Greece, and the war 
has flared up again. 

This year events have followed the familiar pattern. At the end of the 
summer, after heavy fighting at Vitsi, Grammos and to the north of Salonika, 
the rebels retired into Albania and Bulgaria. A few weeks later their so- 
called Provisional Government issued a communiqué announcing the suspen- 
sion of military operations. This “cease-fire order”, as it has been termed, 
does not constitute a surrender.—The breakdown, indeed, of the Balkan 
conciliation talks at Lake Success suggests that the rebels are in no mood for 
submission.—It is simply an admission of military defeat and a declaration 
that, for the time being, the rebels will seek their ends by other means. 
This scarcely seems enough to justify the conclusion—to which so many 
commentators have jumped—that the Greek war is over. It may be that it 
is, for reasons which are presently to be discussed. It is also possible that the 
“cease-fire order” is nothing but a manceuvre designed to put the Greek 
Government and its allies off their guard. We shall not know for certain 
till the spring. 
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Meanwhile the decision to withdraw the last British garrisons from Greece 
seems, to say the least of it, rather premature. 


Jugoslavia and the Cominform 


O long as the Greek rebel forces remain in being on Albanian and Bul- 

garian soil, the danger of war remains. The Greek Government and 
their allies will therefore be well advised to frame their plans accordingly. 
Nevertheless the Balkan situation has changed in one important respect 
during the last twelve months. Jugoslavia has broken with the Cominform. 
It is this development which gives some grounds for thinking that the 
rebels “cease-fire order” may be more significant than some of their previous 
political announcements. 

The breach between Tito and the Cominform was bound, from the first, 
to create serious problems for the Greek Communist party. Their military 
forces, after all, were based upon heretical Jugoslavia as well as upon ortho- 
dox Albania and Bulgaria. For several months after the breach, Jugoslavia 
continued to co-operate with the Greek rebels, thanks perhaps to a personal 
understanding between Tito and Markos. At the beginning of this year, 
however, Markos and his principal colleagues were liquidated—probably 
as Titoists—and the new leaders of the Greek revolt joined the Cominform 
propaganda offensive against Belgrade. A few months later Jugoslavia 
closed her frontiers against the Greek rebels. 

The defection of Jugoslavia has been the chief cause of the rebels’ defeat 
this year. Since the early summer they have been denied the use of Jugoslav 
territory or supplies. This led directly to their unexpected collapse at Vitsi, 
last July, after only a few days of serious fighting. But the defection of 
Jugoslavia has had another more indirect but even more important result. 
The main bases from which the Greek revolt has been conducted are in 
southern Albania. With Jugoslavia’s change of front, however, Albaaia 
has been cut off from all overland communication with the other nations of 
the Cominform. The military supplies which used to reach her from east 
Germany, Czechoslovakia and Russia itself have ceased; and the rebels 
operating from Albania have had to content themselves with an occasional 
ship or plane load of essential supplies. Meanwhile Albania itself has been 
reduced to dire straits by Jugoslavia’s stringent blockade of its frontiers. It 
has thus ceased to be capable of serving as the main base of the Communist 
offensive against Greece. If anything the boot is now on the other leg. The 
Communist rulers in Tirana fear an internal rising or a combined Greco- 
Jugoslav invasion; and such supplies as still reach them have largely been 
diverted from the Greek rebels to strengthen the defences of Albania. Far 
from being an offensive base for the Cominform, Albania has become a 
beleaguered outpost. 

The blockade of Albania and the defection of Jugoslavia have left Bulgaria 
as the only base from which the Cominform can continue to support a war 
in Greece. That even this restricted base may still be used is suggested by 
reports that Greek rebel forces are being switched by sea and air from Albania 
to Bulgaria. But Bulgaria is far removed from the heart of Greece; and it 
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can be said, with some certainty, that the Cominform cannot resume their 
offensive on the scale of previous years from Bulgarian bases alone. This 
means that, until Jugoslavia has been brought back into the Cominform fold 
and Albania relieved, the Greek rebels will have at best to mark time. 

It would seem, therefore, that military necessity demands that the liquida- 
tion of Tito should take priority, in Russia’s Balkan policy, over the conquest 
of Greece. This is a consideration which may well coincide with the Krem- 
lin’s more universal interest in stamping out the Titoist heresy before it 
infects the Communist parties of other countries. While, therefore, it is still 
premature to celebrate the final defeat of the Greek rebels, it may be that the 
battle of Greece is subsiding because the battle of Jugoslavia is about to 
begin. 


Tito: Tactical Lines of Attack and Defence 


HAT the Russians mean to destroy Tito is hard to doubt. How they 

propose to destroy him is less certain. Three courses seem to be open to 
them. First, they may seek by political assassination and coup d’état to replace 
the present leaders of the Jugoslav Communist party by others loyal to the 
Cominform. There is good reason to believe that they have for some time 
been working on these lines, though so far without success. 

A second course would be to invade Jugoslavia with regular satellite 
forces stiffened by a few divisions of the Red Army. Rumours of troop con- 
centrations on Jugoslavia’s frontiers have drawn attention to this possibility. 
It is certainly not one to be excluded; and the recent report by a distinguished 


correspondent that the Western Powers would support Tito by every means 
“short of war” must have sounded to Stalin almost like an invitation to 
invade. Nevertheless it is easier to start a war than to end one; and the fear 
of precipitating a general conflagration may well incline the Kremlin to 


“ 


proceed against Tito by “cooler” means. 

The third and perhaps most probable course would be far the Russians to 
raise a revolt against Tito inside Jugoslavia. The rebels could be supplied 
by Jugoslavia’s neighbours, and, when in need, might take refuge within 
their territories in the manner which the Greek war has made familiar. In so 
far as a revolt in Jugoslavia would require external support it would have 
to be mainly centred upon Macedonia. Northern Jugoslavia, where it borders 
on Hungary and Rumania, is, for the most part, flat and unsuited to 
guerrilla war. Bosnia is too far removed from Cominform territory. Mace- 
donia, however (and to a lesser extent Montenegro), can be easily reached 
from Bulgaria or Albania. Its topography is favourable to guerrilla war; 
and the racial complexities of its population, as well as its endemic poverty, 
make it an ideal starting-point for a revolt. The Greek rebels, moreover, 
now withdrawn into Albania, include some thousands of men of Macedonian 
origin who might well serve as the spearhead of a Cominform insurrection. 

The three courses outlined above could be pursued singly or in combina- 
tion. Thus a revolt in Macedonia might lead to the formation of a “Pro- 
visional Government” which in turn might invite the Red Army to march 
to its support. Which course or combination of courses the Russians will 
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in fact select depends largely upon the strength of the Jugoslav regime 
and the attitude of the Western Powers. That Tito can hold his own for long 
in isolation is unlikely. The decisive question therefore is: What should be 
the attitude of the British Commonwealth and the United States if Russia 
attempts, directly or indirectly, to overthrow the Jugoslav regime? 

This is not a matter for sentiment. Tito is a dictator and his regime is 
distinguishable from the other police states of eastern Europe only by its 
disobedience to Moscow. But the issue is not whether we approve or dis- 
approve of Tito’s record and methods. It is of quite another order. It is not a 
question of propping up an individual or a regime but of defending a strategic 
position. 

To understand what is at stake we must consider what would be the 
consequences for the West if the Cominform should recover Jugoslavia. 
They may be listed briefly. First, the Russians would return to the Adriatic. 
They would control, once more, the important naval bases of Pola and 
Cattaro and threaten the security of Italy and our own position in the 
Mediterranean. Secondly, Albania would be reunited to the Cominform bloc, 
and the Greek war would almost certainly be resumed. Thirdly, Moscow’s 
enemies behind the Iron Curtain, especially in eastern Germany, whether 
outside the Communist parties or within them, would no longer have any 
hope, short of a world war, of throwing off the Russian yoke. Fourthly, the 
morale of the Communist parties of the West and their obedience to Moscow 
would be powerfully strengthened. 

In comparison with such developments the natural distaste which many 
will feel at the thought of supporting Tito pales into insignificance. It is, 
probably, not too much to say that to allow the Russians to reoccupy Jugo- 
slavia would be as fatal a reverse, psychologically and strategically if not 
morally, as that which we suffered at the time of Munich. What, then, should 
we do? 

British Governments have a traditional reluctance to framing policies upon 
hypothetical grounds. So long, indeed, as we were the dominant Power in 
the world this reluctance was healthy. Our margin of power made it always 
safe and often profitable to wait upon events. But our ancient predominance 
is gone; and to-day, as the weakest of the three World Powers, we must 
anticipate events if we would survive them. There is always a chance that con- 
siderations beyond the scope of this article may lead the Russians to accept 
defeat in both Greece and Jugoslavia. Let us hope and pray that “something 
will turn up”. But, surely, it would be the height of Micawberism to found a 
foreign policy upon such hopes and prayers? If, therefore, there is a strong 
probability that the Russians will seek to overthrow Tito, and if the con- 
sequences of such a revolution would indeed be as detrimental to our 
interests as is here maintained, it is plainly our duty to consider how we 
can best prevent it. 

Our first aim must be to try to limit the struggle to the dimensions of the 
“cold war”. We must seek to prevent a Russian invasion of Jugoslavia which 
could scarcely be halted or reversed without a world-wide conflict. The 
danger of such an invasion is real. There is probably only one way in which 
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it can be prevented. That is for the Western Powers to make it unmistakably 
plain in Moscow that they would regard an attack on Jugoslavia as an act of 
war against themselves. This is a warning which should be given now while 
there is still time. It need not necessarily be a public pronouncement; but its 
gravity should be underlined by the visible reinforcement of our striking 
power on Jugoslavia’s borders. Instead of withdrawing our troops from 
Greece we should, with the Americans, be strengthening our bases at Salonika, 
at Trieste and in Carinthia. 

If the Russians are prepared to fight a major war over Jugoslavia such 
warnings will, of course, be of no avail. But, then, if Stalin wants war, there 
will be war, and nothing that we can do, short of surrendering all our 
interests, will prevent it from happening. The real danger, however, is not 
that the Russians will start a world war. It is rather that by our passivity 
we may encourage them, as we once encouraged Hitler, to take risks which 
in the end will make a world war inevitable. 

Having done what is possible to prevent a “shooting war”, our next aim 
must be to protect Jugoslavia, as we have for so long protected Greece, 
against the worst consequences of a Russian-inspired revolt. This means, 
in effect, that we must be prepared to extend the “Truman doctrine” to 
Jugoslavia. We should have to supply money and arms to Tito, and eventu- 
ally send missions to train his forces, control his use of supplies, and con- 
vince the Russians that we mean business. 


Will Albania Remain Communist? 


HE measures advocated above—the warning of the Kremlin and the 

extension of the “Truman doctrine” to Jugoslavia—are within the reason- 
able limits of the most pacific diplomacy. In addition, there is at least a possi- 
bility of changes outside the control of the Western Powers, which would not 
only fortify the defence of Jugoslavia, but also buttress the security of Greece 
and our own position in the Mediterranean. 

For three years a Russian-controlled Albania has been the main base of the 
Communist insurrection in Greece, just as an Italian-controlled Albania was 
the main base of the Fascist offensive against Greece in 1940. Again a 
Russian-controlled Albania is a threat to Tito’s rear, just as an Italian-con- 
trolled Albania proved to be a dagger in General Simovitch’s back when the 
Axis Powers attacked Jugoslavia in 1941. The inference is plain. The security 
of Greece as of Jugoslavia is weakened by the proximity of an Albania whose 
Government is controlled by their enemies. Britain’s Mediterranean interests 
also suffer. Albania has both a Mediterranean and an Adriatic coastline, and 
commands the Strait of Otranto where these two seas meet. Her rulers thus 
control a strategic position ef comparable importance to the Dardanelles or 
the Suez Canal. The Corfu Channel incident has already indicated the use 
which they intend to make of that position. More recently there have been 
reports that Russian technicians are constructing an important submarine 
base on the island of Sasseno, off Valona. These are things which we cannot 
afford to regard with indifference. 

It is sometimes suggested that Russian influence could be excluded from 

D 
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Albania by a partition of the country between Jugoslavia and Greece. At first 
sight this might seem an attractive project, but there are the gravest political 
and moral objections to it. For one thing, it would involve precisely the kind 
of “shooting war” which we are most anxious to avoid in Jugoslavia. For 
another, it would almost certainly lead to serious complications in the future. 
The Albanians are a distinct people living in some of the wildest territory in 
Europe. The dismemberment, in the past, of their outlying provinces has led 
to years of bloodshed and strife. To carry the process still further would be 
to condemn this corner of the Balkans to permanent instability. Above all, it 
would be a sorry thing, and a bad example for the future, if the reunion of 
Europe were to begin with the partition of its smallest state. 


Non tali auxilio nec defensoribus istis 
Tempus eget. 


In the present unstable situation of the Balkans generally, however, it 
would not be surprising to see an attempt by the Albanian people to liberate 
themselves. Conditions are favourable for such an enterprise. The economic 
plight of the Albanian people, the oppressiveness of the regime and its 
isolation from its Cominform associates have combined to produce a revolu- 
tionary stituation in Albania. To judge, indeed, from press reports and from 
Radio Tirana, discontent is widespread and there are already bands of out- 
laws in the mountains. The recently formed Free Albania Committee should 
serve as a rallying point for such discontented elements. This committee, 
with headquarters in New York, is composed of the most distinguished of 
Albania’s war-time Resistance leaders. It is yet too early to judge how 
vigorous is the support on which they can rely within their country, or what 
chance they have of overthrowing the Communist regime and setting up a 
government more in keeping with the wishes of the Albanian people and 
incidentally the interests of their neighbours. 


The Strategic Unity of the Balkans 


OME wit once remarked that, in the last analysis, British foreign policy 

is guided by two principles: that God is an Englishman, and that the 
road to India must be kept open. In accordance with the first we traditionally 
neglect all our interests except those to which the second applies. The history 
of the past ten years certainly shows that we have not neglected the impor- 
tance of Greece as a bastion defending our main line of communications to 
the East. In 1939 we guaranteed her frontiers against aggression. In 1941 we 
made a forlorn attempt to fulfil that guarantee. During the occupation we 
supported her King rather than her Communists, although we were doing 
the opposite in every other Balkan country. In 1944 we defended her Govern- 
ment against armed insurrection in spite of American as well as Russian 
disapproval. Thereafter for two years we sustained that Government by 
ourselves against its foreign and domestic foes. Finally, when we could no 
longer bear the burden alone, we induced the United States to join us in the 
defence of Greece against Communist aggression. That our Greek policy 
has conformed in its broad lines to our imperial interests few will dispute. 
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That it has involved exceptional expense and strain none can deny. This 
defect springs from the mistaken belief that Greece can be held for the West 
when the rest of the Balkan peninsula is in hostile hands. Here is the basic 
flaw in the Teheran and Yalta agreements. 

Colonel Woodhouse once wrote that he had stood on the northern 
frontiers of Greece only to find that they did not exist. The truth is that 
Greece is of the Balkans—whatever may be said in Athens—and that her 
destiny cannot be separated from that of her northern neighbours. The 
simplest proof of this is the impossibility, demonstrated almost daily during 
the last three years, of sealing the northern frontier of Greece against hostile 
infiltration. To keep “the road to India” open requires, in fact, not a policy 
for Greece alone but a policy for the Balkans as a whole. This must be based, 
first and foremost, upon the defence of Greece and Turkey, but it must also 
aim at preserving the independence of all the Balkan lands south of the 
Danube. They are the outer bastions without which the inner citadel cannot 
be permanently defended. 

Under the Yalta dispensation, with the rest of the Balkans under Soviet 
control, the defence of Greece might well have proved an unending battle. 
But here the first principle of British foreign policy comes to the rescue of the 
second. The defection of Jugoslavia from the Cominform offers an unexpected 
opportunity of modifying the situation accepted at Yalta. If we can sustain 
Jugoslavia in her struggle for independence the Balkan scene will be trans- 
formed. Throughout the peninsula and especially in Albania the patriots who 
still look forward to the release of their countries from the dictatorship of 
Moscow would gain fresh hope. The position of the Bulgarian regime, already 
gravely threatened by Titoism, would then become precarious in the extreme. 
The powerful Bulgarian Peasant party—the party of Petkov and G. M. 
Dimitrov—would at last be able to assert itself; and the present rulers of 
Bulgaria would be hard put to keep in power at all, let alone to act as agents 
of Russian policy against Jugoslavia or Greece. We should in fact be well on 
the way to the liberation of the Balkan peninsula south of the Danube; a 
development which would go far to restoring the balance of power in Europe 
and maintaining the security of “the road to India”. 





THE AUSTRALIAN BANKS CASE 


FREE TRADE IN CONSTITUTIONAL LAW 


HE Privy Council in July last gave judgment dismissing an appeal 

of the Commonwealth Government against a decision of the High Court 
of Australia whereby the Government was restrained from giving effect to 
an Act of the Commonwealth Parliament providing for the absorption of all 
Trading Banks into the Commonwealth Bank. At the end of October their 
Lordships published their reasons, delivered by Lord Porter. To observers 
accustomed to the vision of an omnipotent Parliament it has seemed against 
nature that the policy of a Government should be frustrated by the decision 
of a court. To others the surprising aspect of this litigation is in the course 
of the proceedings. The application of the Commonwealth for special leave 
to appeal was opposed on the ground that the litigation involved questions, 
which, by Section 74 of the Constitution, the Privy Council was forbidden 
to entertain without a certificate of the High Court. A certificate is almost 
invariably refused and the Commonwealth did not apply for one. It claimed 
that on certain of the grounds argued, a majority of the High Court had been 
in its favour, these being the grounds to which Section 74 applied, that on 
others the Act might be amended and that as an appellant it was entitled to 
isolate the one constitutional question on which a certificate was not required 
and on which there had been a decision which could not be cured by amend- 
ment. The Privy Council gave encouragement to this view on the application 
for special leave. It granted leave, but gave the respondents liberty to argue 
that leave had been wrongly granted. It then heard argument both on the 
competence of the appeal and on the validity of the section in dispute. It has 
now decided that leave should not have been granted since the litigation, 
taken as a whole, involved questions reserved on grounds of “high policy” 
for the Australian Court. But having heard argument at abnormal length, 
partly because the advisers of the Commonwealth had fallen into error 
through a misunderstanding of previous judgments of the Privy Council and 
partly as a deterrent to further efforts, their Lordships have expressed their 
views on the constitutional question. To litigants less fully armed this course 
would have been disastrous. Possibly it may be explained by the difficulty of 
setting out the views of five jurists in a unanimous advice to His Majesty. 
The procedure has brought its own compensation, for the judgment has 
thrown light on two of the most difficult passages in the Constitution, 
passages which have been made more obscure by previous attempts at 
enlightenment. 

The Australian Constitution has been described as the political compact 
of the whole of the people of Australia, enacted into binding law by the 
Imperial Parliament. The description is not quite adequate, for the section 
defining the right of appeal from the High Court to the Privy Council was the 
outcome of discussions in England between Australian delegates and Mr. 
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Joseph Chamberlain. It was a compromise between his desire that the Privy 
Council should ensure uniformity of law throughout the Empire and the 
determination of the delegates that their Constitution should be interpreted 
by Australians. The description does, however, explain the nature of the 
division of powers and of the organs of Government, as well as the canons 
of interpretation subsequently applied under the guidance of Mr. Justice 
Isaacs. The greater part of the Constitution represents the decisions of con- 
ventions held in 1891, 1897 and 1898. At the first of these conventions the 
choice was made of the framework of the Constitution. In the enumeration 
of powers of legislation, and in the equal representation of States in the 
Senate, the American model was followed, in some instances with what has 
subsequently been described as pedantic imitation. The choice was to a great 
extent neutralized by the adoption of responsible government, the system 
inherited from Great Britain to which all the delegates had been accustomed 
in their Colonial Parliaments. The Senate, therefore, became subordinate to 
the House of Representatives as the House controlling supply, although it 
was elected on the same franchise, each State voting as one constituency. 
The distribution of revenue following on the transfer to the Commonwealth 
of duties of customs was fixed for ten years only. The Commonwealth was to 
retain one-fourth of this revenue, and to return the balance to the States. It 
was expected in 1900 that this was all the revenue the Commonwealth would 
have or would need to have. The ten-year period was followed by agreements 
in the nature of treaties between States and Commonwealth and it was not 
until 1928, the date of the Financial Agreement, that a scheme was devised, 
having constitutional authority, for the distribution of part of the Common- 
wealth revenue among the States, and for the assumption by the Common- 
wealth of all State debts. 

The power of alteration was made more liberal than that of the United 
States and was independent of any action by the Imperial Parliament. The 
delegates could not foresee the changes in the balance of authority to be 
brought about by the occurrence of two World Wars, the emergence of 
Labour as one of the governing parties or the development of the planned 
State; but they did not regard their work as immutable. They had experienced 
the virtue of referenda in bringing the Commonwealth to birth and they 
provided that an alteration passed by both Houses should have the force of 
law if approved by simple majorities of the electors of the Commonwealth 
as a whole and of a majority of the States. 


The Division of Powers 


Ts portions of the Constitution which relate to powers of legisla- 
tion fall into three groups: (1) the enumerated powers either exclusive 
to the Commonwealth or concurrent with those of the States ; (2) the sections 
which affirm the continued existence of the States and by implication limit 
the powers of the Commonwealth; (3) express prohibitions on legislation, 
either of the States or of the Commonwealth or of both. Each of the enumer- 
ated powers is prefixed by the words “subject to this Constitution”. It follows 
that any law of the Parliament must satisfy three tests: it must come within 
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one of the enumerated powers, it must not deprive a State of one of its 
essential functions (a requirement rarely invoked), and it must not infringe any 
of the prohibitions, such as that contained in Section 92. 

Each of the groups mentioned reflects the compromise nature of the 
Federation and the subjects of public discussion during the ten years pre- 
ceding the Queen’s Proclamation. There had been currency disputes in the 
United States during the eighties, there was a banking crisis in Australia early 
in the ’nineties. The paragraphs include (12) “‘currency coinage and legal 
tender” and (13) “banking other than State Banking the incorporation of 
banks and the issue of paper money”. It is observed by Sir Owen Dixon 
that the delegates cannot be supposed to have had in mind the nationalization 
of banking. It is less improbable that contemporaries of Henry George had 
regard to the nationalization of land, and the power of expropriation is 
limited to (31) “the acquisition of property on just terms for any purpose in 
respect of which the Parliament has power to make laws”. 

The dominant motives of the Federalists were two: to establish a system 
of defence and to eliminate trade barriers between the States. On this latter 
object greater stress is laid than on any other portion of the Constitution. Parlia- 
ment is given power “subject to this Constitution” to make laws with respect 
to trade and commerce with other countries and among the States. From this 
paragraph the Commonwealth derives its power to maintain an inter-State 
airline. Section 92 is in language almost identical with a resolution moved by 
Sit Henry Parkes at the Convention of 1891. It is expressed in the language of 
a slogan rather than that of a parliamentary draftsman. “Trade, commerce 
and intercourse among the States whether by means of internal carriage or 
ocean navigation shall be absolutely free.” The delegates had in mind in the 
first instance the elimination of border tariffs ;’but in the first instance only. 
In the colonial period there were many other impediments to freedom of 
trade, some of them disguised as quarantine restrictions, of which the 
removal was foreseen as one of the blessings of Federation; but, as was said 
of the banking power, the assumptions made in framing a power and the 
restrictions which it expresses or embodies are very different things. 

In the forty-nine years of its existence the Constitution has been developed 
by a liberal interpretation and by alterations. There have been two substantial 
alterations approved by the electors: first, the very drastic amendment of 
1928 which brought about the establishment of the Loan Council, the 
amortization of State debts, the establishment of the Commonwealth as the 
sole borrowing authority and the distribution among the States for the 
purpose of payment of interest of portions of the Commonwealth revenue; 
secondly, an alteration in 1946 relating to pharmaceutical benefits and medical 
services. With the first alteration may be coupled the establishment of the 
State Grants Commission, a body which by the quality of its work has gained 
semi-judicial authority. Its object has been to assess the needs of those States 
which from their own revenue cannot maintain the standards set by their 
neighbours and to recommend grants to Parliament. In practice the bene- 
ficiaries are South Australia, Western Australia and Tasmania. The second 
alteration may be claimed as an example of the reluctance of one generation of 
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Australians to trust another with unlimited powers. The new paragraph on 
medical and dental services includes a proviso (“but not so as to authorize 
any form of civil conscription”), and the words quoted have recently been 
construed so as to invalidate a regulation whereby physicians were directed 
to make use of an official form of prescription. 

The test adopted in later years has been not what meaning the words bore 
in 1900, but what they were capable of bearing at the date of the Act in dis- 
pute. Of the powers, it is necessary to mention only those relating to defence 
and to taxation. The defence power has been interpreted as in Canada and 
the U.S.A. as authorizing the Parliament to confer on the Executive a juris- 
diction almost unlimited during the continuance of war conditions. The 
taxation power has been so enlarged in conjunction with other sections that 
the Commonwealth has by a combination of threats and gifts constituted 
itself the sole taxing authority in the Commonwealth. Uniform tax legislation 
was a war-time measure and was defended by Mr. Curtin on that ground; 
but on the reasoning of a majority of the High Court the same scheme would 
be applicable in time of peace, and it has been employed by Mr. Chifley as a 
permanent element in the financial system. 


Banking under Section 92 


ECTION 92 is binding on both States and Commonwealth. It controls 

each of the enumerated powers. It has fallen to the High Court over a 
period to apply the section in the light of vicissitudes of fact that from time 
to time emerge to the acquisition by a State of wheat or meat during the First 
World War, to plans of a State or the Commonwealth for orderly marketing 
whether of fruit or butter, for the protection of railways from competition 
or of roads from excessive user by motor lorries. The problem to be solved, 
said Lord Porter in the recent judgment, will “often be not so much legal 
as political, social or economic, yet it must be solved by a Court of Law. 
It is vain to invoke the voice of Parliament”. After discussing guides to 
interpretation his Lordship concluded: “It appears to their Lordships that 
if these two tests are applied, first whether the effect of the Act is in a parti- 
cular respect direct or remote, and secondly whether in its true character it 
is regulatory, the area of dispute may be considerably narrowed. It is 
beyond hope that it should be eliminated.” The new judgment refers to 
two precedents. The first step in the dried-fruits litigation was taken when 
a South Australian Minister sought to direct a packer as to how much of 
his production he might sell inter-State. It was held that this was a direct 
infringement of Section 92 and the same answer was given to a claim to 
expropriate fruit for the same purpose. More recently the Commonwealth 
Government sought to establish an inter-State airline and to forbid the com- 
petition of private lines. It was held that Section 92 nullified the attempt to 
put private lines out of business. Both decisions have now been expressly 
approved and treated as parallels to the prohibition of private banking. 

Inthe Banking Act of 1947, Parliament sought to eliminate private banking 
by the acquisition of assets and shares and by a clause prohibiting private 
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banks from carrying on business except as directed by the Treasurer. It 
was held by the High Court that the Act failed because it did not ensure just 
terms to the dispossessed. There was never any doubt that the Government 
intended to pay on just terms, and if this had been the only ground the Act 
would have been amended. The prohibition of private banking, however, 
stood on a different footing. It was a question of constitutional principle. If 
it failed, the defect could not be cured and, since it was an essential part of 
the Act, the Act failed with it. On this part of the case there were three ques- 
tions to be answered. Was the business of a trading bank inter-State, was it 
trade or commerce? If these questions are answered in the affirmative, does 
the section infringe Section 92? The inter-State elements in the business of 
banking were summarized by Sir Owen Dixon in language now expressly 
approved : “(a) The constant inter-State transmission of funds and transfer of 
credit, (¥) constant business communications and intercourse among the 
States, (c) the regular use for the purposes of inter-State transactions of 
instruments of credit and title to goods and their inter-State transmission, 
(d) the integration of inter-State banking transactions with the entire business 
of the Bank to form a system spreading over the Commonwealth without 
regard to State lines.” Could these transactions be described as trade or 
commerce? Lord Porter held that to interpret them otherwise would be to 
give the words an interpretation inconsistent with Australian and American 
decisions and with modern usage. He held further that Section 92 was in- 
fringed as it had been in the dried-fruits case and the airlines case. He 
treated as irrelevant an argument that the Commonwealth did not aim at the 
destruction or even at the diminution of inter-State trade. What mattered 
was that the consequence of the Act would be to interfere with it directly. 
Whether inter-State trade as a whole would be increased or diminished was a 
matter with which the law was not concerned. Lord Porter disclaimed the 
dogma that a statutory monopoly of inter-State trade must in all cases 
infringe Section 92. Each case must depend on its own facts. The reasoning 
of the Privy Council was intended only to lay down principles and to remove 
misconceptions. It would be hard to convince an Australian that a monopoly 
of the postal services or of broadcasting would be unconstitutional, but their 
Lordships’ reasoning would seem to apply to any undertaking which permits 
of competition. 

The trading banks and the Commonwealth Bank are now in a position in 
which they were placed by two Acts of the same Government passed in 1945. 
These Acts went much farther than the recommendations of a Royal Com- 
mission of which Mr. Chifley was a member and which reported in 1936. 
The Commonwealth Bank was founded in 1911; it attained a position of 
great authority during the First World War and during the depression of 
1929 to 1931. Its policy must according to the Act of 1945 conform to that 
of the Government of the day, after discussion if necessary between the 
Governor of the Bank and the Treasury. Its relation to the trading banks is 
such that it may exercise control over public and private credit to an extent 
little less than that sought by nationalization. The banks must make special 
deposits with the Commonwealth Bank. The amount of these deposits in 
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1949 was £389 million. The Commonwealth Bank may, and does, determine 
the classes of advances permissible and their order of priority. ‘The Common- 
wealth Bank is thus to a large extent in control of the credit of Australia, 
In one respect, however, this control is incomplete. The 1945 Act purported 
to give the Treasurer power to direct the States and their agents the munici- 
palities to do their banking business with the Commonwealth Bank. An order 
of the Treasurer was successfully resisted by the Municipal Council cf 
Melbourne. The High Court held that the relevant section was invalid, as 
an interference with a State in one of its essential functions. The decision 
was pronounced on August 13, 1947. A few days afterwards the Prime 
Minister announced his decision to nationalize all private banks, and the 
Act recently held invalid was introduced on November 27, 1947. The Prime 
Minister claimed that no referendum was necessary and the Bill passed both 
Houses after protests by meeting and petition unequalled since the anti- 
conscription campaigns of the First World War. There are fourteen private 
banks, most of them incorporated in Australia, some in England. They 
have some 1,600 branches and thousands of agencies. In 1948 they had over 
a million customers’ accounts. In a country many of whose producers are 
financed from the sale of one annual crop to another they have acquired an 
inextricable place in the life of the community, 

Section 11 of the Act of 1947 imposes on the Commonwealth Bank the 
duty “‘to provide in accordance with the conditions appropriate to the normal 
and proper conduct of Banking business adequate Banking facilities for any 
State or person requiring them”. Adequate facilities have been understood 
to include competition and independent judgment of character by managers 
and inspectors. You cannot unscramble the eggs, and it is arguable whether 
the electors have not a right to be consulted on a change so comprehensive 
as that involved in nationalization. Under the Constitution a referendum 
has in the majority of instances returned a negative answer. For that result 
there are among others two causes peculiar to Australia, neither of them 
permanent. First, the object of the clause proposed has been in the past rather 
to carry the measure of one party than to reform the Constitution. Secondly, 
an addition to the powers of the Commonwealth has been resented in the 
primary producing States as adding to the influence of the large manufactur- 
ing centres. It has not been practical politics to attempt to substitute a unitary 
for a Federal system. Unification has been for many years on the platform of 
the Labour party. The nearest approach to it was made in a war-time referen- 
dum, and that was defeated by overwhelming majorities. There have indeed 
been distinguished converts to the idea that the States should be strengthened 
as a safeguard against centralization of power. Federalism postulates a high 
degree of integrity in the courts which interpret the Constitution, but no one 
other than an incorrigible cheer-chaser has expressed a doubt of the integrity 
or impartiality of the Australian courts. 
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(NATIONALISM AND COMMUNISM IN THE FAR EAST 


ISE statesmanship in the West has made Stalin put Europe into cold 

storage. For Europe now read Far East. The issue is identical: either 
the Communist or the democratic conception of existence; a physical, 
ideological tyranny on the one side and tolerance on the other. The danger in 
the Far East is not British, American, French or Dutch imperialism but Com- 
munism. The task of the Western Powers is to ensure that they attract as 
many as possible of the Asiatic millions to their side by associating them- 
selves without qualification with the legitimate causes in which the Asian 
peoples believe, viz., economic emancipation and political freedom. If we do 
not attract the Asiatic millions and we sink—they sink too. 

Stalin is quite right in believing that Asia is as happy a hunting-ground 
for Communism as any in the world to-day. Most countries are in a very 
bad economic, political and financial state; and in all of them there is turmoil, 
disarray and uncertainty. The transformation in Europe since 1939 is great; 
in the Far East it is greater. In Europe the various sovereign States of more or 
less national entities still exist, but, excluding China and Siam, all the countries 
with a population of 120 million people which were once under the sove- 
reignty of either Britain, America, France, or Holland are now either indepen- 
dent, struggling for it, or looking to the day when they will get it. Asian 
nationalism is on the move. Its teeming millions are groping forward to an 
independence which the masses do not comprehend. We are witnesses of a 
great awakening of peoples from centuries of servitude, and no one can fore- 
tell the outcome. The task of the Western Powers, however, is clear. 

By far the biggest event in post-war Asia was the decision of the three 
sovereign nations of Ceylon, Pakistan and India to stay within the Common- 
wealth. For the first time in its history three Asians sat as equals with other 
Prime Ministers. That was round one to the democracies, Round two began 
with British policy as stated in the Moscow Declaration 1945, viz., we wish 
to see a strong united and democratic China. It is rash to prophesy about 
China, but it is practically certain the country will be Communist-dominated 
within less than a year and with Marxist-Leninist leaders whose strong pro- 
Soviet policy may constitute—at worst—not only a very serious threat to 
Western economic interests, but also to the whole of South-East Asia; and 
at best, something not quite so bad. 

It is important to recall that China has been torn by civil wars and strife 
for generations. The upsurge of the oppressed in their struggle for freedom 
began long before 1911. The K.M.T. with its magnificent ideals should have 
put an end to the discord, but since its leaders were corrupt it failed to live 
up to its high promise. Then came the 1937 war with Japan, and when it 
ended the country was left in chronic disunion and financial and economic 
bankruptcy, only to be aggravated by a continuance of civil war. Chiang Kai 
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Shek and the K.M.T. will never recover their former power, but from For- 
mosa K.M.T. aircraft and ships are doing immense harm to the Communists. 
The Yangtse is blockaded. An effective stop is also being put on activity 
along the whole river front at Shanghai, in the factories and go-downs, and 
also on the railways—by a mere handful of aircraft. The same will happen at 
Canton. The end of the civil war, therefore, which affects just a little less 
than a quarter of the total population of the world, is not yet in sight. China 
is indeed an extremely miserable country. Communism will always win when 
it seems to help the under-dog and, as there are millions willing to snatch at 
any straw to put an end to the civil war, Stalin hopes to provide it. At 
the moment China wants neither ideological straw. China wants peace. 

Even with Communist leaders China is unpredictable. It seems doubtful, 
for example, whether her economy can be so closely linked with Moscow as 
that of some countries in eastern Europe. Trade is an instinct with many 
Chinese, and the main, indeed the only trade routes of any importance are 
the rivers which lead directly into the sphere of the Western Powers. In these 
modern days too the Chinese are unlikely to have an “iron curtain”, and it 
is an historical fact that they will try to throw off foreign influence and creeds 
whether they come from London, Washington or Moscow. In the middle 
1920s Chiang was considered a trustworthy Communist, and it is possible 
that Mao Tse Tung, though red to-day, may turn pink. The small agricul- 
turists constituting 80 per cent of the population—not a mere million of 
them but 300 million—are also a problem, and since the ambition of every 
Chinese is to work for himself, conversion to Communism seems unlikely. 
In fact China’s future with Moscow is by no means certain, and much will 
depend on the attitude of the Western Powers towards her new Government 
and on whether private firms in the cities and ports have been able to survive, 
for without any doubt these foreign trading communities constitute one of 
the major elements in our influence in the country. 

Whether Communist China will attack Hong Kong is doubtful; but what 
is certain is, that like every other Chinese Government, it will wish to discuss 
its future as well as that of the leased territories. (The lease expires in 1997.) 
True, 98+5 per cent of the population are Chinese and 80 per cent are China- 
born, but it is impossible to dispute the fact that we have every legal right 
to be there and that it is in our interests and those of the inhabitants that it 
should remain so. Hong Kong is a free, secure and efficient port for any trade. 
The British Government has made its point clear by sending reinforcements 
to the Colony, and it is taking no chances in being weak as in 1939. Nor does 
the Government intend to harbour hostile Communist elements which may 
contrive to make its position insecure by strikes, labour disputes, banditry, 
&c. Furthermore, the United States Secretary of State has said that aggres- 
sive action taken against Hong Kong would be considered a violation of the 
Charter of the United Nations, and the United States would fully meet its 
obligations under the Charter. These deeds and words must weigh as heavily 
with Mao as with Moscow. Hong Kong is the Berlin of the East, and for the 
same precise reason—we have every right to be there. 

Where people have long memories this stand regarding Hong Kong has 
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had a most profound effect throughout the Far East. Hong Kong was first 
to fall in the Japanese war and the whole of South-East Asia soon followed. 
Were it to fall again there would be a landslide to Communism. 


The French Union and its Neighbours 


OW that metropolitan China will soon be Communist-dominated, the 

country which causes the gravest concern and presents the gravest 
danger is Indo-China. In La Condition humaine M. André Malroux describes 
the Comintern activities in Indo-China before the war and how a few well- 
chosen leaders with a good education were to obtain control of national 
movements. This the Moscow-trained Ho Chi-Minh is doing to Stalin’s 
satisfaction. The position to-day in this very bitter and bloody war with 
Communism, despite its nationalist trappings, is stalemate. Indeed, Moscow 
is aware that a clear distinction between a genuine nationalist and a Marxist 
puppet is extremely difficult to draw, and for Colonial Powers this is most 
serious, since they are deprived of a great measure of world support in their 
efforts to restore stability. The French are weak—so is Ho. The French have 
now made a genuine effort to forestall anti-imperialist criticism by the estab- 
lishment of the State of Viet Nam with Bao Dai at its head to bring the Viet 
Ming to the democratic way of life. Unfortunately, Bao Dai is a nonentity. 
He is in any event late in the field, and before he can accomplish much the 
Chinese Communists will have reached his northern frontier, which they 
will cross in force to give assistance to Ho with the arms, ammunition, 
medical supplies, &c., which he so sorely needs. 

As there is no hope of reconciliation between Ho and the French, and since 
resistance to the French and Bao Dai will be on a steadily increasing scale, 
the unpleasant future is that within a year or so Bao Dai may be left with only 
a little of Cochin-China and the port of Saigon. How long afterwards the 
French could afford to pour their life-blood and treasure down the drains of 
Indo-China without help from other Western Powers is unpredictable. One 
point is certain: a withdrawal will have the gravest repercussions in North 
Africa, and it will leave unsupported the States of Laos and Cambodia, both 
within the French Union and with common frontiers with Siam and Burma. 
Should those States fall away to Ho—and in the circumstances there is no 
reason to suppose they will not—there is the alarming prospect that the 
militarily weak Siam might follow. Either she would be undermined from 
within by the Chinese Communist minority, or the Government would 
make a deal as they did with the Japanese. 

Siam is indeed a very lonely and forlorn figure. She has always been 
independent, and whilst her political maturity is good she fails in domestic 
politics, so that the country is sharply divided into bitterly hostile factions. 
All big business is in the hands of the Chinese, and Siam has long feared a 
mass movement of the teeming millions from the north. The Government 
of Phibul is good and it is strong; but were he unseated anarchy would follow 
and then a Communist Government, not because of creed or active adherence, 
but simply by default. 

True, Phibul has stated publicly that Siam stands with the Western Powers; 
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but more than soothing and kind words are required to help keep him in 
power. Siam is important because of her common land frontier with Malaya, 
whose security would be directly and closely threatened by a Communist 
Government in Bangkok. Since the war in Malaya continues, and is likely 
to do so, the Malayan Communist would certainly expect and get active 
support, like Ho, from over his northern frontier. As a result the Malayan 
economy would soon be impoverished, and Britain would lose one of the 
main sources for her vital United States dollars. The supreme importance 
therefore of Hong Kong and Indo-China and also Siam to our position in 
South-East Asia needs no emphasis. 


The Peninsula and the Islands 

i Malaya, however, there is possibly a glimmer of hope, which springs 

from the realization by all communities of the terrible danger of rule by 
the gun and by intimidation. It is a bare flicker at the moment; but the people 
show signs of rallying to the support of their Governments in the Federation 
and Singapore. What is also hopeful is the very gradual realization that if the 
British leave neither the Chinese nor the Malays can hold the ring; but with 
them there would be justice for both and an orderly, constitutional progress 
towards self-government. To this end both Malays and Chinese—each 
approximately 42 per cent of the total population of the Federation and 
Singapore—are now making the endeavour to understand each other. There 
is difference of outlook, religion, language and economics, and further, the 
Chinese resent the political control handed to assumed ignorant Malays, 
whilst the Malays resent the way the Chinese are making Malaya a battle- 
field, using their prosperity and their dual nationality as occasion demands. 

Also on the continent is Burma, which, despite its new-found freedom, 
is now militarily, economically and financially in a most precarious state. 
The centuries-old legacy of hatred, persecution and fear between the Burman 
and Karen has started another war which.is likely to continue; indeed the 
Karens virtually have their own autonomous state. Elsewhere, too, the 
Government, which is virtually that of Rangoon only, has lost control of 
enormous areas, and were the Kachins to withdraw from the army and return 
to their homes—as well they might—the Government would lose even that 
title. As in other countries this anarchy is to the Moscow pattern, and advan- 
tage would have been taken of it long ago were it not that the two strong 
groupings of Communists hate each other as much as the Burman does the 
Karen. Thus the withdrawal from Burma on the one hand and the decision 
to stay in Indo-China on the other have had virtually the same effect. 

Adjoining Malaya, and in many respects part of it, is Indonesia, where the 
war for independence is almost over. The result is that the area is in a chronic 
state of economic exhaustion, with the people reduced to an extremely low 
standard of existence; and since there is no hope of reconciliation with the 
Dutch, the sooner they leave the better. It must be realized, however, that 
whilst there is no major Communist threat at present, the area is politically 
immature to assume sovereignty, and is rent with serious internal dissensions, 
with no leader of the stature, foresight or wisdom of a Nehru to put it right. 
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It is idle to suppose that when the Dutch go the area will not follow the 
same course as Burma, with all its danger of Communist penetration. 
Finally, there are the Philippines, now independent and on the side of the 
Western Powers, but with a corrupt and unstable Government and a danger 
from Communism. In Korea the Russian and American forces have been 
withdrawn, but since their irreconcilable influences remain, southern Korea 
is unlikely to be separate for long. Lastly, the Americans think that with the 
Commonwealth Japan is the only country in the Far East worthy of support. 
So long as they remain in occupation they are possibly right about Japan; 
but once they go it is foolish to imagine that the jackal has changed his skin. 


Exploitation of Chaos 


HIS very general and brief survey is gloomy. Never in history have there 

been such chaos, turmoil and uncertainty. With the exception of Malaya, 
perhaps, all the countries in South-East Asia are bankrupt. Millions of 
people in Indonesia have been reduced to the bare existence level, and in 
Java alone there are 42 million; nor is the population in Annam and Tonkin 
any whit better off, nor the inhabitants of parts of Burma and immense areas 
in China. In comparison Malaya is prosperous, but even so the cost of the 
emergency has put an end to many projects : the improvement of education, 
housing, hospitals and the general standard of living. The war began in June 
1948; its effects are known and can be measured, but the wars in other 
countries on a far greater scale and lasting much longer can mean not only 
a full stop in any improvement in the standard of living, but a big drop year 
by year—in fact, chaos and strife are producing the very conditions we want 
most to avoid, 

It is possible that since China and Communism are inseparable the Chinese 
might exploit those conditions. The problem of the unassimilable Chinese 
has always existed, and all Chinese Governments have always demanded and 
largely received the allegiance of oversea Chinese. With the recognition of 
the new Government, Consuls General, Consuls, trade delegations, &c. to 
the Moscow pattern will soon be descending upon South-East Asia as else- 
where; and what the Chinese do not know about secret societies, murder 
gangs and underground movements is not worth knowing. If a few hundreds 
of Chinese in Malaya can tie down thousands of soldiers and police, a million 
could change the political map of Asia in a year. With Moscow prompting 
and perhaps assisting, a militant Chinese nationalism or Communism, for it 
amounts to the same thing, is no idle dream. Communism may spread like a 
forest fire. It requires a spark. A success in Hong Kong or Indo-China might 
provide it. But if this can be avoided in the next few years there is a little 
justification perhaps for the hope that the Chinese Government might follow 
the same path as its predecessors to graft, corruption and inefficiency. 
Chinese action, nevertheless, will be governed largely by their estimate of our 
strength and resolution. 

As Asiatic contentment depends on belly-fulls of rice, food is a vital con- 
sideration. Whilst it is very strange that national control for a fair share of 
rice all round has been abandoned when there is less and less rice for more 
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and more mouths, there is risk of real disaster, because most of the grain for 
India and South-East Asia is now mainly exported from the countries most 
threatened—Indo-China, Siam and Burma. 

The problem in the Far East having been stated in its broadest possible 
terms, there are similar dangers in dealing with the solution in the same way. 
Briefly, America is sitting on the fence, as is Australia, but not so New Zea- 
land, who has sent her widow’s mite in a squadron of Dakotas to help to 
defend Hong Kong. True, the Americans have had a rough deal in China, 
where they were out-smarted, and they do not understand or like it; but our 
task nevertheless is to attract the millions of Asia to our side. It is particularly 
unfortunate at this time that India is so preoccupied with her own political 
and economic development that she cannot be more of a help as a stabilizing 
factor outside her own borders. Her main political aspiration, however, is to 
play the leading rdle in the Far East, where she and Pakistan have enormous 
historic, racial, economic and religious interests. India’s only rival is China. 
Both are evenly matched in their millions of people, and the possibility of a 
further spread of Communism must lead to a clash of interests. India would, 
for example, take the strongest possible exception to a Communist coup in 
Burma, and therefore must watch with growing concern the Communist 
control in Yunan and the strong pressure which it will bring to bear on 
Burmese Communists. 

The problem is how to attract the Asiatic millions to our side and so 
prevent the spread of Communism, which is united and dynamic, is growing, 
and has the initiative. In Europe the spread of Communism was checked by 
unified action. The same must be done in the Far East, by the same methods, 
and at once. What is wanted is military aid and the equivalent of Marshall Aid, 
and it must go to the countries most directly threatened. The first country 
requiring aid is Indo-China. The time is now. The Western Powers must 
cease wishful thinking and stalling and face the problem squarely: Ho’s 
regime is Communist with a nationalist camouflage. Indo-China is not only a 
French problem but an urgent world problem, and this fact must be accepted. 
The second country requiring aid is Siam, and the third in priority is Burma. 
Since the cost of aid is bound to be heavy it is vital that it is concen- 
trated where it matters most and not frittered away by trying to satisfy 
everyone. Such a proposal rules out Indonesia for example, but the need 
there at the moment is not urgent, and it also suffers from the disadvantage 
of being authoritarian; but the fact that the Western Powers are taking 
united action will have the strongest possible moral reactions in the Far 
East and will stiffen the will to resist. The countries immediately concerned 
are the United States, Britain, Australia, New Zealand, France, and India, and 
they must get together to hammer out a plan. Once a decision is reached on 
the immediate problem, the equivalent of an Atlantic Pact for the Far East 
and India is bound to follow. In conclusion—military and economic aid as 
the first step must go hand in hand, for the one would be useless without 
the other. It is equally important to accept the legitimate aims in which the 
Asians believe—economic emancipation and political freedom. 
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¢- COLONIAL EDUCATION AND ITS PRODUCTS 


O one has yet explained convincingly the magnetic pull which Africa 

so often exerts over Northerners—tropical Africa, that is, with all its 
diseases, its crudity, its monotony and loneliness and heat. True, the mis- 
sionary seeks there his converts, the trader profits, the prospector gold; but 
why does the District Officer, the schoolmaster, the doctor cast his lot amid 
such alien corn? Adventure, escape, security ? Those answers scarcely serve 
to-day. 

Certainly the reasons are complex and various; a powerful strand among 
them may well be that in Africa the white man usurps one of the functions 
of God. He makes men. He makes their minds, at least, which perhaps comes 
to the same thing. By his mere presence, by his laws, by his theories, by his 
politics, by his faith—in a word, by means of education—he moulds destinies. 
In its widest sense, education in Africa is the making-over of African man 
according to the ideas of the European. Of course, this is an over-simplifica- 
tion. African man has his own say in the matter and great powers of con- 
version; he is no meek and pliant ball of clay; nevertheless he is the victim 
of pressures he can modify but not resist. 

Whereas in countries with a long tradition it is possible to guess with 
reasonable accuracy what a given system of education will bring about, in 
Africa we are working in the dark on unknown material and with untested 
tools. No one can tell what will come forth in twenty years from the educa- 
tional machine set up by the Western Powers to-day. But twenty years ago 
the pilot plants, as it were, of that machine were set in motion, and it is 
because the products now emerging are by no means what was expected that 
our whole educational policy in the colonies, and in Africa especially, is the 
subject of controversy and doubt. Is it rightly designed? If not, what has 
gone wrong ? It is to answer such questions that the Conservative party has 
proposed, in its outline of policy,* to appoint a Royal Commission. 

The burden of the charge against the educational system lies in its apparent 
tendency to produce too many dissatisfied clerks and too few progressive 
farmers. The same charge was levelled half a century ago against Indian 
education, with its “failed B.A.s”. Africa, even more than India, depends, 
and must for many years depend, on agriculture as the source of livelihood 
for the great majority of its people, and the present system of education 
appears to its critics as a sort of funnel built to carry the most ambitious and 
able away from the land into an urban morass where too often they ferment 
and fester as windy agitators or disgruntled spivs. 

Reduced to its essence, this charge amounts to one of failure to develop 
character as well as brain. Many opinions are held as to the mental poten- 


* Imperial Policy. A Statement of Conservative Policy for the British Commonwealth and 
Empire, 1949. 
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tialities of the African peoples—there are, after all, a great number of dif- 
ferent peoples and there is no reason to believe them all alike in this respect— 
but, by and large, the best have proved themselves at least as able to profit 
from book-learning as the average British student. There are African schools 
whose pupils normally win better marks in School Certificate than their 
English contemporaries. It can roundly be said that the old notion of inherent 
mental inferiority in the African has gone by the board. The complaint heard 
on all sides, not least among teachers, is not one of mental dullness, it is one 
of moral lassitude. Something must be seriously wrong when the product of 
the schools so often appears less honest, less courteous, less willing to work 
and, in general, a less balanced, sensible, generous person than the father or 
grandfather whom we came to rescue from savagery, superstition and the 
dark night of ignorance. 

In fact, a mood of disillusion has spread over many parts of tropical 
Africa. It is said that the young African is so often self-seeking, materialistic, 
unscrupulous and work-shy; that he demands as his right what others have 
earned by toil and sweat; that with him it is all take and no give. He has no 
idea (so runs the charge) of obligation to the less fortunate; tribal unity has 
withered and a crude individualism replaced it; with all this goes a conceit 
as unjustified as it is overweening. And what is to blame for this but “‘educa- 
tion”, the schools which turn cheerful little boys iato discontented young 
jackanapes, despising their “bush” relations and with their heart set on a 
comfortable clerkship in a government office in a town? 

In brief, European man, having usurped one of the functions of God, is 
beginning to suffer some of the discomforts, not to say irritations, evidently 
suffered by the Deity when surveying his handiwork’s behaviour. “And it 
repented the Lord that he had made man on the earth, and it grieved him at 
his heart.” We, too, have our Noahs who find grace in our eyes; no doubt, 
had we the power to summon floods, we should gladly launch them on the 
waters and see the rest of our handiwork submerged. Then would come the 
new start—and, no doubt, a few chapters later, Sodom and Gomorrah. To 
fashion men is not so easy as we had once supposed. 


Is Literacy Education ? 


DUCATION, moreover, has become something of a scapegoat. It is 

true that the influence of the school has been the prime agent in shaping 
the new man, but it has not been the only agent, and an agent is, by definition, 
a servant, not a master. It is true that in the school we can most clearly see 
at work the process of destroying the old order and creating—or failing to 
create—the new. But too much has perhaps been laid at the door of the 
school. Its prime function is to teach reading and writing and the rudiments 
of English. Now literacy is far from the be-all and end-all of education, and 
it is perfectly arguable that illiterate persons may be as truly educated as the 
most accomplished clerks, and far worthier citizens. Akbar the Great was 
illiterate; the old countryman with his sharp powers of observation and 
hard-won wisdom was often a better man than his slick and spoonfed grand- 
son of to-day. 

E 
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Literacy should not be equated, as it so often is, with education, and there 
is no harm in reminding ourselves that medieval Europe had reached an 
immeasurably higher level of civilization than any modern African State with 
all but a small fraction of its population totally ignorant of letters. Men who 
could build the great cathedrals could scarcely be regarded as less educated 
than the customs clerk of Lagos or the yellow journalist of Accra. Yet though 
we must not puff up literacy, we must admit that while it can never be the 
end of education it is, in a modern world, indisputably the beginning. For all 
that is said against schools in Africa their first task is, and must surely con- 
tinue to be, to teach reading, writing and elementary English. Even if a more 
practical bias ought to be given, a much greater emphasis on crafts and on 
farming, literacy will remain a requirement. A modern carpenter cannot get 
very far unless he can read plans, nor a farmer follow new developments 
unless he can understand instructions. And, quite apart from practical needs, 
if the African peoples can be said to have made up their minds collectively on 
any one issue, it is on this : they want literacy. Any kind of education that did 
not supply this want they would dismiss out of hand. 

Throughout the colonies primary education, such as it is, reaches only a 
few. In Tanganyika, one of the most backward, the goal of a ten-year pro- 
gramme is the attendance of fifteen children out of every hundred at primary 
schools, of three out of every hundred at the secondary stage; and, out of 
perhaps two million children, only 200 may be expected by then to have 
reached the level of Makerere College. Even in the Gold Coast, now rapidly 
skating along the road to self-government, only one child in five attends 
school; and, out of a population of four millions, of whom at least a million 
are children, the secondary schools have only 4,250 pupils. The main reason 
for this situation is, of course, lack of money. Money is lacking because the 
colonies are poor, and the only way to spread education more widely is to 
develop their resources more effectively. Yet development runs aground on 
lack of craftsmen, technicians and farmers ready to co-operate and toil, whom 
the schools fail to provide. Here is a vicious circle indeed. 

And the fortunate few who acquire “education”, how do they fare? All the 
bush school can hope to do, generally, is to bring the pupils to a rudimentary 
level of literacy and impart a smattering of English, both accomplishments 
which fade very quickly if the pupil climbs no farther up the academic ladder. 
There is, as a rule, little or no training in character or morals, little or no attempt 
to lay the foundations of good citizenship. Religious instruction, it is true, is 
generally given, but seldom in a form to sink in as part of the life and back- 
ground of the child. Exhortation unsupported by practice is all but valueless. 


The Teacher’s Status and Career 


- prtepe teaching, of course, derives from poor teachers ; and it is much easier 
to censure the teachers than to find a remedy. Lower primary teachers 
are for the most part themselves educated not very far beyond the standard 
of their pupils. Nowhere is teaching a well-paid profession, and this is cer- 
tainly the case in Africa, where demand is so great, and children so numerous, 
that high pay would either cripple these countries economically or still fur- 
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ther limit the number of schools. Medicine, law and the Civil Service are 
magnets for the ambitious African, teaching and farming a bad last. If a 
single reform were to be made, and could be made, this would perhaps be the 
most rewarding: to improve, and improve drastically, the standards and 
quality of the teaching given in the primary schools. It would be interesting, 
as an experiment, to watch the effect of, say, a year’s training in Britain for a 
selected batch every year. The prospect would at least act as a carrot to entice 
recruits, and might in time spread a different conception of teaching standards. 

Even if the quality of the teaching were to be bettered, only half the problem 
would have been tackled. It is the home above all that is the mould of charac- 
ter; parents, more than teachers, who make the man. With us, school and 
home normally reinforce each other. What the child learns from parents and 
from teachers is part of a single pattern of behaviour; no gulf separates the 
two. But in Africa, if he comes of unschooled parents, the child learns from 
his teachers a new magic which the father respects but cannot comprehend, 
something quite alien from the ways and traditions of the group into which 
he was born. The parents cannot at any point reinforce the efforts of the 
school, and the child must oscillate continually between two worlds which 
seem to revolve in different orbits. Moreover, in a physical sense the child 
is generally hampered; seldom indeed is there a room where he can study at 
nights, the lighting is poor, separate study is not understood. 

This tug-of-war between home and school, or at least the lack of team-work 
between them, is perhaps the greatest obstacle to the character-building 
side of the task. Boarding-schools offer hope, and are in fact the general rule 
for secondary education; the difficulty, of course, is expense. No doubt in our 
own country we should benefit if every child had a public-school education, 
but we cannot by any means afford it. Africa can afford it still less. 

The only remedy is probably that which of all remedies is at present the 
least fashionable—time. In all African communities there is a small, often a 
minute proportion of “educated” men and women whose children have as 
their background a westernized home where books, study, cleanliness and a 
sense of time and routine are not utterly foreign. Unless education is indeed 
a chimera, children from these homes will have a better chance than children 
from the bush to develop those qualities of responsibility, conscience and 
application which seem so sadly lacking. These children, in their turn marry- 
ing and breeding, will produce a third generation which might be expected 
to contain a fair proportion of good citizens—individuals, who after all are 
never very numerous in any society. 

In other words it is a question of breeding-up good citizens, not merely of 
producing them in a single generation by the magic of education. Meanwhile 
political change proceeds at breakneck pace. Clearly there is a discrepancy 
between the two: a discrepancy which may well prove fatal to our hopes of 
creating, by formula and good intention, a series of prosperous self-govern- 
ing communities within the lifetime of men now middle-aged. 

It was Aggrey who pointed out, many years ago, that to educate a man was 
to educate an individual, but to educate a woman was to educate a family. 
The level of the home is the level of the woman, and in Africa to-day all too 
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many “‘educated men” have been obliged to take to wife young women whose 
standards are still those of the tribe, and whose children will have to start 
again at the beginning. To say this is not to accept the facile and untrue 
opinion that all tribal standards are “bad” and Western standards “good”; 
this notion has long been exploded. The truth is that the two do not mix. 
Much talk of preserving what is best in the old to blend with what is best in 
the new—as if human societies were chests of tea—is idle. Bastard ways are 
seldom a success. Education, in this wider sense, is in fact Westernism, and 
if all its virtues are not to be lost with each generation, it is more important 
to educate the mothers than the fathers of the future. Unfortunately it is also 
more difficult; and, as always, the question of money cramps and nags. The 
last few years have seen what amounts to a revolution in the attitude of the 
elders, but there is still a long way to travel. In the advanced Gold Coast only 
one girl to every three boys attends primary schools, and in the secondary 
schools the proportion is one to ten. 

West Africa has women barristers and women journalists as well as nurses 
and teachers. They are objects of pride, living proofs of the emancipation of 
African womanhood. Yet it is doubtful whether Africa needs women bar- 
risters and journalists, and certain that it needs enlightened mothers. Perhaps 
the two can be combined. But critics suggest that too much attention is given 
to forcing-up a few freak blooms and too little to the general inculcation of 
the first principles of hygiene, homecraft and child welfare. False standards 
are being set up, they say—careers, money, sophistication, leisure, rather than 
good homes and happy families—the distaff side of the argument that the 
system turns out too few craftsmen and too many clerks. 


The Clerkly Dignity 


HIS matter of the content of education, its quality and aim, would be the 

main concern of any Royal Commission that might be appointed. Can 
anything be done to reverse in time its present tendency to exalt clerk and 
lawyer, politician and administrator, and to starve these countries of car- 
penters and mechanics, of husbandmen and handymen—above all, to check 
the drain of the alert and able from the land? This is the first question they 
would need to answer, and it is a question with two sides, the practical and 
the moral. Practical, because Africa still lacks most of civilization’s gear, the 
buildings and factories and towns and industries and communications and 
good farms on which European life depends and which Africa must have if 
it is to realize a single one of its dreams of social progress. Moral, because it is 
the qualities of the craftsman, at least as we envisage them, that the African 
character most lacks and needs : qualities of skill, perseverance, honesty, self- 
discipline and finish; and the qualities we attribute, perhaps unkindly, to the 
third-rate politician, qualities of dialectic, froth, expediency and egotism, 
that Africa has least need of and seems, in its educated young, most often to 
develop. In part this is a question of ways and means: how, for instance, to 
supply the craftsmen to teach the needed skills. We are short of good crafts- 
men ourselves and cannot send them all to Africa; and technical training is a 
very expensive business. We have not got nearly so much as we need of it our- 
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selves. It is also a question of continuity. Young Africans will seldom stick 
to a job for years on end to work out an apprenticeship. For a whim 
they may abandon a costly training half-way through; there is nothing 
to bind them to a trade, and no tradition of excellence. 

Beyond this practical aspect lies the fundamental question of attitudes. 
If Africans want to be clerks, it is surely because they have seen the clerk 
exalted, because they perceive in him the keeper of the keys. What Africans 
seek to-day, consciously or unconsciously, is power, and the symbol of power 
is a man sitting at a desk covered with bits of paper. In a sense, ink and paper 
are the modern sacraments admitting him into the community of rulers, the 
holders of power. Administration is a priesthood, and from the first he has 
seen that it is the priestly hierarchy, from clerk through District Officer to 
Resident and Governor, that commands respect, prestige and wealth. The 
very use of the word Secretary—Secretary of State, Chief Secretary, Financial 
Secretary—is a sign of the dignity with which our society invests the clerkly 
office. The African has never seen the same dignity attached to the man 
skilled with his hands, to the artisan or mechanic. He knows that the white 
carpenter is of a different caste from the District Officer. In blaming him, 
therefore, for his hankering after the black-coated occupations we are blam- 
ing him for adopting too closely the values of our own society. One of the 
inconveniences visited on a dominant culture is that when others copy it, 
the result has the appearance of caricature. 

To change the Africans’ set of values, therefore, we must first change our 
own, and then allow for a time-lag of perhaps a generation. We cannot have 
one set for export only and keep another for ourselves. And this suggests 
what is perhaps the broad truth of the matter: that to find the faults in 
colonial education we must look first at education in the British Isles. It is 
perfectly true that conditions are quite different and that what suits us in 
Manchester may not, and probably will not, suit the Ibo in Onitsha or the 
Acholi in Gulu. It is perfectly true that at different stages of civilization people 
need to be trained in different ways, and that to export educational systems 
like so many bales of cloth is doomed to almost certain failure. And it is true 
that, by and large, this is just what we have done. 

We have made mistakes; but the real question is, could we have done 
otherwise—or would we not have entangled ourselves in the same mistakes ? 
A system of education is part of a country’s way of life, or culture-pattern, call 
it what you will; and all that one culture can ever do, when in contact with 
others, is to act as missionary for its own beliefs. All we can do is to spread 
our own concept of life, with the good and the bad mixed up in it, and in the 
long run Africa will take what it wants, digest it slowly, and assimilate what 
it does not spit out again. At the moment it seems to want literacy, material- 
ism, the power of the clerk. By all means let us, through Royal Commissions 
or otherwise, see if we can offer something better; but do not let us deceive 
ourselves into believing that we can offer something we do not use ourselves, 
or persuade people into accepting something which, wisely or foolishly, they 
do not want to have. That is a thing even God refrains from, judging by the 
way we still go shopping with the devil. 





“PARADOXES IN THE U.S.A. 


« CROSS CURRENTS OF THE 81st CONGRESS 


MERICA in late 1949 presents all its usual paradoxes. The national 
economy has recovered its tempo after a midsummer slump, and 
promises a substantial period of vigorous activity, but over a million men 
are unemployed as a result of the coal and steel strikes. President Truman 
has successfully weathered the first year of his first elective term in office; 
his domestic program makes some progress, but he has often been defeated 
in Congress. The 81st session of that body, just adjourned, has a record of 
much that is good and strong in international policy, and much that is 
dubious and weak in national policy. At a moment of continuing uncertainty 
in world relationships, our Navy, Army, and Air Force are locked in bitter 
dispute, with personal overtones. And yet the United States is strong, the 
atmosphere is reasonably tranquil, and there is a general feeling that the cold 
war is not nearly so tense and dangerous as it was a year ago. 

All of this adds up to a picture of democratic government and society in a 
nation where there are continuous cross-currents, incessant diversities, and a 
constitutional system which puts barriers in the way of unified government. 
People overseas should not be distressed. Insofar as it is within its power, the 
United States will not let them down. Our economy—to date—is readily 
sustaining the aid and armament programs to which we are pledged. We are 
paying our way by deficits, for Congress is unwilling either to curb expenses 
or to raise taxes. But beneath the deficits the economy shows many signs of 
sturdiness. 

There is no continuing resurgence of isolationism. When Congress, in its 
latter days, showed traces of rebellion against the military-aid program— 
which in midsummer was not expected to be enacted this year at all— 
President Truman’s announcement that the Russians had set off an atomic 
explosion was enough to remove all doubts. Almost invariably, at every 
sign of American withdrawal from active world policies since 1945, Soviet 
policy has stepped into the breach to intensify dangers and strengthen 
American decisions. At no time, of course, has this been the intent of Russian 
action, least of all in the atomic explosion. But all the same, it definitely had 
the effect of consolidating American determination and removing false 
confidence in an atomic monopoly. 


The Strikes 


HE coal and steel strikes are the most exasperating paradoxes of all. 
They came about, and have continued, because there was not enough 
motive on the side of employer or union to avoid a strike. Indeed, the steel 
strike is scarcely “about” anything at all. The report of a Presidential fact- 
finding committee dismissed steel labor’s demand for a wage increase, but 
approved a pension plan calling for a contribution of ten cents an hour, all 
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to be paid by the employers. Some steel producers were quite willing to 
agree. It seemed as if general acceptance of these terms were certain. Then, 
suddenly, a long-brewing coal strike came to a head and its full impact was 
felt. There was no point in acceding to labor’s demands in the steel mills, if 
those very mills would have to close down a few weeks later because of the 
lack of coal. 

Thus the steel strike was in considerable measure dependent on the coal 
strike. Moreover, pretty big stocks of steel had already been built up. 
Profits for 1949 had been large. Indeed, U.S. Steel right in the midst of the 
strike declared its regular quarterly dividend, with the announcement that 
profits for the first nine months of 1949 amounted to $133 million, as against 
$88 million in the first nine months of 1948! This is the sort of statement 
which encourages the unions to demand more, and confirms employers in 
their capacity to resist. 

The coal strike had come about largely because of a substantial over- 
production in coal. High prices had brought many marginal mines and 
operators into production. They had piled up unprecedentedly large stocks 
of coal above ground. With so much coal available, the unions had little 
leverage on employers, and the employers—at least, the big ones—seemed 
not averse from a strike which would drive some marginal producers 
to the wall. There was thus little apparent motive for a quick end to 
the strike. The company stores continued to carry the miners along on 
credit, so there was not even the force of dwindling larders to support 
a settlement. 

But the unions and the employers were not the only elements. There were 
also the consumers—and the whole range of industry which before long 
would be hit by such basic strikes. Just as soon as stock-piles of coal and steel 
began to grow low, pressure to settle the strikes mounted. As this article is 
written, the strikes have not been settled and for two or three weeks there 
has been a marked apathy in government, and between strikers and employers, 
toward their settlement. But it is perfectly certain that from late October 
onward, because of the economic pinch all the way from gas-burning house- 
holders to motor-car manufacturers, insistent pressure to end the strikes will 
mount, and they will be settled. 

Most grievous victim of these strikes, even more severely hurt than labor 
with all its lost wages and employers with their lost production, is the 
ultimate consumer. The curtailed production, which the strikes have brought 
about, means that abundant supplies on a free market will not bring down 
inflated prices for many months, if at all. What has happened, in point of 
fact, is a partially deliberate curtailment of production, and it is to a degree 
motivated by the desire to keep prices up. That is not the whole story, of 
course. There is also a great power struggle between Big Steel and Big 
Labor, between the coal industry and John L. Lewis. But there is much 
evidence to prove that the power struggle is for the moment secondary to 
basic economic urges, although of course it relates to them. 

Another kind of artificial support for high prices was one of the most 
deplorable results of the 81st Congress. In its declining moments, when 





56 PARADOXES IN THE U.S.A. 


pressure to adjourn forced many unappetizing compromises, Democrats and 
Republicans alike voted for a new Farm Bill which fixes farm support 
prices at the highest level ever reached by peace-time legislation of this 
kind. Government is committed to support farm prices at 90 per cent of 
“parity”—farm purchasing power at selected periods in the past. This comes 
at a time when, to support prices, the Government has already been forced 
to take title to at least $2,000 million in surplus farm commodities in order 
to maintain high prices. These crops are then stored by the Government— 
there is an egg cave in Kansas only equal to the gold cave at Fort Knox, 
Kentucky, and almost as hard to understand. During the 1948 campaign, 
both parties had pledged themselves to flexible price supports only, which 
would respond somewhat to crop conditions. But under the irresistible 
pressure of the farm lobbies, they disregarded these pledges and set up a 
system which will cost the taxpayers vast sums in the future, and will place 
an even heavier load on them as consumers. 

This surrender to the farmers reflects two things : the great political power 
of the agricultural industry, and the widespread—and understandable—fear 
of a collapse of farm prices and a general depression. We are in the midst of a 
succession of abundant harvests. Foreign markets are declining. Farm pro- 
duction has been screwed up to great heights. A collapse in farm prices today 
would undoubtedly be catastrophic. But it is equally true that a slow and 
moderate decline in farm prices would help to steady the inflationary spiral, 
and would certainly aid greatly in preventing labor pressure for higher 
wages. The cost of living is still high; real wages are not so great as they 
were during the war. There is every reason to prevent agricultural collapse, 
but also every reason to guard against subsidies so lavish as to throw the 
whole economy out of balance. 

The light-heartedness of Congress in returning to deficit financing was its 
most dismaying attribute. Despite many warnings, Congress deliberately 
voted a budget in which expenditures will exceed revenues by as much as 
$5,000 million. Much of the deficit, of course, is explained by the need for 
large defense spending, both at home and abroad. But with the present state 
of the national economy, taxes could have been devised to close the gap. 
The absence of new taxes is a useful inducement to business, but it does not 
take advantage of the up-curve of the cycle. In short, yesterday’s theory that 
deficits are supportable in the valleys of the cycle if they are balanced by 
surpluses in the peaks has been altered in favor of deficits in good times as 
well as bad. 


State of the “Fair Deal” 


T the moment, therefore, America’s particular brand of welfare state is in 
vogue. It is as paradoxical as all the rest of the picture. On the one hand, 
there is a clear-cut potentially conservative majority in Congress. But its 
conservatism is by no means economic, especially when it faces the embattled 
farmers and finds it has to yield to their demands. It is conservative in its 
unwillingness to impose new taxes—if that be conservatism. It is conserva- 
tive in refusing to repeal the Taft-Hartley Law, which set up controls on 
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organized labor. It is conservative in refusing, so far, to enact more liberal 
immigration provisions for displaced persons. And yet, this majority was 
willing to pass the National Housing Act. This law establishes a long-range 
public low-rent and slum-clearance program. 

On the other hand, President Truman continues steadfastly to press 
his “Fair Deal” program, and to attain some of it a bit at a time. He has had 
major disappointments, but takes them with equanimity, arguing that his 
gains in Congress exceed his losses. His social insurance program—par- 
ticularly compulsory health insurance—is far from enactment, and the tide 
seems to be running in the opposite direction. Congress will not follow him 
on labor legislation. His civil-rights program is opposed decisively by the 
entrenched racial views of Southern Democratic Senators. On the other 
hand, Congress gave the President many small victories which put together 
have kept his “Fair Deal” a going concern. It will be a major electoral issue 
when one-third of the Senate and all the House face the voters in 1950. 

The most significant achievement of the 81st Congress, and perhaps the 
most significant fact about America as 1949 ends, is the strengthening of 
foreign policy: economically, politically, and militarily. The North Atlantic 
Treaty and its implementation in the Military Aid Program were paramount 
achievements for any American Congress. They represent a continuing 
pledge on behalf of the American people and its importance should grow 
with the passing years. The steadfast continuance of the European Recovery 
Program, and the re-enactment of the Reciprocal Trade Agreements Act, are 
the equally important companion pieces in the field of economics. Here 
stands the strongest peacetime foreign policy in American history, confirmed 
by specific Congressional action. 

Such support gives the State Department anthotity and confidence in 
pressing forward its policies in, say, Jugoslavia. There, the Department feels, 
is the greatest victory of western anti-Kremlin policy. That is to say, the 
Department does not claim credit for Tito—who is entitled to all his own 
credit—but it does believe it has made no serious mistakes in handling the 
Tito situation. And State Department policy has rarely been able to congratu- 
late itself on such an absence of slips or blunders. This would not have been 
possible had not Congress, simultaneously, been supporting the most 
vigorous defense policies against Moscovite aggressions. 

The revelation of Russia’s atomic explosion not only helped to prevent 
an isolationist revival. It also greatly cleared the air. Up to the time of the 
announcement, belief in an atomic monopoly had made some Congressmen 
and part of the public far too confident of atomic omnipotence. The ground 
has been cut out from under the few preventive-war advocates who existed 
in Washington. 


A Distant Prospect of British Socialism 


HE most difficult phase of American thinking and policy to explain to an 
oversea audience is our attitude toward the British Labour Government 
and the forthcoming general election. Many Americans are fully aware that 
_ Britain’s decisions in domestic politics and economics are Britain’s alone, and 
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that it would be very easy for the United States to overstep proper relation- 
ships. At the same time, since the American taxpayer is investing so much 
money in British recovery, he is naturally interested in whether the money 
is well spent. When he hears Winston Churchill and other Conservative party 
leaders charging that the present Government is squandering American 
money, he is apt to wonder whether he can be so disinterested as inter- 
national etiquette and national sovereignty would require him to be. 

The plain fact is that British Socialism has become domestic politics in the 
United States, and American viewpoints toward British Socialism have 
become domestic politics in Britain. Quite possibly, the situation will grow 
worse until the general election is over. If it does, we may be in for an 
extremely difficult period in Anglo-American relations. 

Beginning last summer, various American newspapers which are strongly 
opposed to President Truman’s “Fair Deal” sent correspondents to Britain 
to write critical articles about nationalization. Various Republican members 
of Congress—and some conservative Democrats—spoke up critically of 
British domestic policies. Nationalization was being used as a stick to beat 
President Truman. At the same time, it appeared from Washington, Mr. 
Churchill and his partisans were using American criticism as a stick to beat 
the Labour Party. Thus the situation was deplorably tangled. 

It is not quite possible to say that Americans have no right to be interested 
in British affairs. They are deeply interested in British recovery. Few of them, 
even President Truman’s warmest supporters, are convinced Socialists. The 
overwhelming majority of Americans believe in free enterprise and the 
capitalist system, and they have grave doubts about Britain’s drift into 
Socialism. But few Americans indeed have any clear concept of whether or 
how vigorously this viewpoint can or should be internationally expressed. 
We hope that Britain’s recovery is not being set back by social policies which 
may be debatable, untimely, or both. Most Americans appear to have gravest 
doubts about the nationalization of steel, and they have steadily rejected— 
for themselves—the idea of State medicine. They are vividly aware of their 
investment in Britain, and equally aware of the folly of mixing foreign 
opinion in domestic problems. 

Quite apparently, there will be outspoken statements of American opinion 
about the British election throughout the coming months. That is inevitable, 
and, since we all believe in freedom of speech, it is not to be deplored. But a 
great deal depends on how British party leaders and newspapers use these 
expressions of American opinion. To make American displeasure a campaign 
argument would surely be a serious danger. It would be possible for Labour 
spokesmen to say: “Are we going to let the Americans push us around ?” 
And for Conservatives to declare: “We must not alienate America!” or, 
“Labour has squandered £2,000 million in American and Canadian aid.” 
This is surely playing with fire. The danger is that British people will think 
that Americans are seeking to meddle in their affairs, which is not genuinely 
the case, or that there is a wave of anti-British feeling in the United States, 
which is still less the case. The coming months call for highest statecraft and 
political restraint on both sides of the Atlantic, lest that most precious of 





PARADOXES IN THE U.S.A. 59 


world-stabilizing factors—comprehending Anglo-American relations—be 
jeopardized. 


The Battle of the Pentagon 


HE only good thing that can be said about the “Battle of the Pentagon” 

—the struggle between Navy and Army Air Forces for independence, 
appropriations, and their own war plans—is that since such festering rivalries 
existed, it is just as well to expose them to the light of day and the healing of 
fresh air. There may be time enough to bring about harmony and efficiency 
before any crisis strikes—if any does. But certainly, for the time being, the 
guardians of American national defense have been revealed to be locked in 
intestine strife. This is no deterrent to Communist aggression, but an en- 
couragement. And, in the view of the Army, some vital war plans have been 
exposed. Of that, there may be doubt. 

The basic issue is the independence of the Navy. Henry L. Stimson, who 
more and more is recognized as one of the great Americans of our time, 
once described the Navy as living in a “Dim, religious world . . . in which 
Neptune was God, Mahan his prophet, and the United States Navy the only 
true church.” This kind of Navy naturally objected to being subjected to 
control by committee, under which the Army and Air Force representatives 
on the Joint Chiefs of Staff could outvote it. The Navy charges that it is 
being systematically starved, by men who do not actually understand its réle 
in war. The Navy wishes to keep its autonomy under unification, with a 
larger share of the defense dollar and direct access to Congress and the 
people. It has appealed to Congress and the people over the head of the 
Joint Chiefs of Staff, the Secretary of Defense, and the President. The broad 
issue, therefore, is autonomy under which a strong and traditional Navy 
would be preserved. 

The specific issue concerns strategic bombing and the use of the B-36 
intercontinental bomber. The Navy says strategic bombing could not win a 
war, and points to the post-war surveys of the limited effects of strategic 
bombing in Germany. It says that the B-36 is itself vulnerable to fighter 
attack and not sufficiently accurate in bombing from 40,000 feet, and that 
the atomic bomb itself is over-rated. The Navy is deeply attached to carrier- 
task-force aviation, which was so effective in the Pacific. 

The Army Air Force insists that the striking power of inter-continental 
bombing would be a major factor in war against the prospective adversary. 
It says that B-36 is strong against fighter attack and effective in bombing. 
It insists that amphibious landings, as in the Pacific, are not likely in a future 
war, and that carrier task-forces would be highly vulnerable adjacent to 
enemy coasts. It believes carriers would be sitting ducks for land-based air 
power. 

These technical points will be settled by the Weapons Evaluation Board. 
Arguments about them before the Congressional committee were entirely 
futile. As to unification itself, the Congress decided that it must work, and 
it cannot work if one branch of the service retains its full autonomy. General 
Marshall said: “Unity is absolutely mandatory”, and Mr. Herbert Hoover, 
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the architect of governmental reorganization, said: “It requires a year for 
newly wedded couples to get used to each other.” There appears to be a 
preponderance of view that the Navy did not effectively make its case. But 
there are sincere and real differences in highly technical fields. Neither 
Congress itself nor the public can effectively decide such issues. Much bitter- 
ness has been engendered between the individual leaders involved. If defense 
appropriations are cut again next year, there may be still more rivalry over 
the dwindling defense dollar. 

There are political overtones. Secretary Johnson, who has been trying to 
beat the heads of the generals and admirals together to produce unification, 
is obviously keeping his eye on the 1952 Presidential nomination, if President 
Truman does not run to succeed himself. General Eisenhower is perhaps the 
strongest Republican presidential possibility, although there are plenty of 
others—like Senator Taft—who are not to be counted out. 

These political considerations also underlie the making of American 
policy over China. Many congressional Republicans, and a few Democrats, 
bitterly attack State Department policies which led finally to the effective 
abandonment of Chiang Kai-shek. It is claimed by this faction that more 
extensive and timely American aid would have preserved the Nationalist 
Government and enabled it to defeat the Communists. The State Department 
insists that the internal weaknesses and corruption of the Nationalist Govern- 
ment brought it down, and that to give more aid would have been to throw 
good money after bad. These arguments flow acrimoniously back and forth, 
even though they are academic today. 

However, neither side is ready to accord early diplomatic recognition to 
the Communist Government. There is apt to be a long period of strain, no 
matter what Great Britain does. Indeed, a likely divergence between Wash- 
ington and London over the recognition of Mao Tse-tung is one more 
source of potential misunderstanding. American future policy on China has 
not been clarified, but it is likely to be aid to whatever elements are resisting 
Communism, ona patchwork and long-range basis, and an effort to strengthen 
the anti-Communist forces around the whole periphery of Asia. That is 
why Prime Minister Nehru’s visit here was so welcome, and why General 
MacArthutr’s stabilizing program in Japan is newly important. 

These, then, are some of the paradoxes and cross-currents of America as 
1949 wanes. Out of it all, you may conclude that America’s strong armament 
policy, its acceptance and implementation of the Atlantic Pact, its vigorous 
support of the Marshall Plan, above all its continued economic strength 
and well-being despite strikes and after a midsummer slump, add up to a 
potent rallying point in the familiar pattern of democratic inconsistency. 
At best, you may conclude that democratic flexibility and resilience, with all 
its sloughing and fumbling, is vastly stronger than the brittle monolithic 
frangibility of the totalitarian state. 


United States of America, 
November 1949. 





UNITED KINGDOM 


‘THE IMPACT OF DEVALUATION 


RITAIN’S economic crisis rapidly worsened after Parliament adjourned 

for the summer recess, and September 19 saw the Stock Exchange and 
the banks closed for the day by Royal Proclamation to permit a breathing 
space after the devaluation of the pound. In a Sunday-night broadcast on 
September 18 the Chancellor of the Exchequer—who had earlier given several 
assurances that no such step was contemplated—startled the country with the 
news that the pound exchange rate was to be reduced from $4:03 to $2°80. 
In spite of persistent Treasury denials there had been well-founded suspicions 
that devaluation was coming, but the steepness of the fall took most people 
by surprise. Sir Stafford’s explanation of this was that it was necessary to fix 
a rate which could be quite certainly held. Devaluation, he explained, was a 
drastic device which could not be repeated. 

All this followed quickly on the return of Sir Stafford Cripps from Wash- 
ington, where the annual meetings of the International Bank and Monetary 
Fund had been held immediately after the Anglo-American-Canadian con- 
ference of Ministers to discuss the dollar starvation of the sterling area. 
There were suggestions that the British Ministers attending the dollar- 
sterling talks had been under strong American pressure to devalue sterling. 
It was revealed by Sir Stafford Cripps on his return that the decision to 
devalue was made by the Cabinet on August 29, before he and Mr. Bevin left 
for Washington. The Washington Conference was held with the other partici- 
pants knowing from the start of Britain’s intention. All the evidence suggests 
that the Chancellor of the Exchequer was opposed to devaluation to the last 
moment and that his opposition was overborne only by the sheer weight of 
the country’s economic misfortunes. The Labour party had also been most 
strongly opposed to the idea of devaluation, since they had always argued 
that the increase in the cost of living that would result must fall most heavily 
upon the manual workers. In the broadcast in which he gave the news to the 
country, Sir Stafford Cripps dealt very reticently with this point. He indicated 
that there would be an immediate increase in the price of bread, which would 
raise the cost-of-living index figure by less than one point, but he gave the 
impression that for the time being there would be no other noticeable increase 
in retail prices and that devaluation might after all not affect prices very 
much. He was much criticized later for this glossing-over of inescapable 
realities. He did, however, make one very frank confession of the inadequacy 
of the Government’s past economic policies. Since the war, he said, the 
Government had sought to counter grave economic difficulties by a series 
of temporary expedients and these had merely led to a series of crises. They 
had realized now that this was not enough. 

Parliament had been adjourned at the end of July to meet again on October 
18. The Government seemed at first to be in the stiff-necked mood of thinking 
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it unnecessary to recall Parliament to debate the consequences of devalua- 
tion. As Leader of the Opposition, Mr. Churchill then made an official 
request to the Prime Minister that Parliament should be reassembled, and 
after a reference of the matter to the Cabinet the Government agreed. 
Parliament was recalled on September 27 and for three days the House of 
Commons reviewed the economic state of the nation and the merits of the 
Government’s decision to devalue the pound. With this Parliament rapidly 
nearing the end of its statutory term both the Government and the Opposi- 
tion had their electoral prospects very much in mind. The result was that the 
debate smacked strongly of electioneering, and Mr. Churchill virtually 
challenged the Government to hold an immediate election. Ministers sought 
approval of the policy of devaluation—all the time avoiding use of that word 
—in a motion which also backed the measures agreed at the Washington 
Conference for restoring equilibrium in the sterling-dollar balance of trade. 
The motion ended with a call to the people for full co-operation with the 
Government in achieving this aim “whilst maintaining full employment and 
safeguarding the social services”. It was difficult for the Opposition to give 
a direct vote against a motion so ingeniously framed. None the less they wished 
to challenge the Government’s whole economic policy and Mr. Churchill and 
his colleagues expressed their views in a critical amendment. While welcom- 
ing the measures agreed in Washington this amendment expressed regret that 
as a result of four years’ financial mismanagement the Government should 
now be brought to a drastic devaluation of the pound sterling, contrary to all 
the assurances given by the Chancellor of the Exchequer. With a pretty play 
on the Chancellor’s own words the amendment went on to assert that a 
return to national prosperity, the maintenance of full employment and the 
safeguarding of the social services could never be assured under the present 
Government “which, instead of proposing fundamental cures for our 
economic ills, resorts to one temporary expedient after another”. 

In the course of the debate Sir Stafford Cripps made it plain that devalua- 
tion had been forced upon the Government as a means of increasing dollar 
earnings by recreating confidence in the sterling—dollar rate of exchange 
before the sterling area’s reserves ran out. He defended this step as part of a 
deliberate policy in substitution for the alternative policy of severe deflation, 
which would mean much unemployment and misery. He gave the warning 
that to make devaluation effective there must be complementary economic 
restraints and that to shrink from these might counter all the good effects of 
the changed exchange rate and worsen our condition. In preparing the way 
for cuts in budgetary expenditure he was at pains to insist that present com- 
mitments would prevent any reduction in the general level of defence expendi- 
ture and that the Government were not prepared to reduce the scope of the 
social services. He set his face against any recoupment of higher living costs 
through wage increases, and told the country in a series of smooth euphem- 
isms that it must discipline itself to the acceptance of a lowered standard of 
living. To make this harsh doctrine a little less unpalatable to the trade 
unions he forthwith announced his intention of increasing the tax on all 
distributed profits from 25 to 30 per cent, as a rough-and-ready method of 
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catching some of the extra profit which some exporting manufacturers will 
reap from devaluation. 

Mr. Churchill himself moved the Opposition amendment. In doing so he 
bitterly criticized the Government’s whole conduct of financial and economic 
affairs and suggested that the time had come for Ministers to be judged by the 
nation in the election of a new House of Commons. While agreeing that some 
measure of devaluation might have become inevitable inall the circumstances, 
he described it, none the less, as a serious disaster which meant that we should 
have to pay from 35 to 4o per cent more for essential dollar imports, which 
represented 17 per cent of our total. If the Government’s mismanagement of 
affairs had made devaluation necessary, he argued, it should have been done 
as part of a general policy of setting the nation’s finances in order. His own 
inclination would have been to let the pound go free—under proper safe- 
guards—to find its own level. Mr. Churchill added to his indictment of the 
Government’s financial policy some caustic comments on the motives which 
led them at this time of national crisis to persist in their intention to nationalize 
the steel industry. He asserted that this Government had played the party 
game with national stakes in a way which no other Government that he could 
remember had ever done. The Liberals joined with Mr. Churchill in attacking 
the Government, and after three days of argument the issue was carried to 
the division lobbies. On September 29 the Opposition amendment was de- 
feated by 350 votes to 212 and the Government motion was carried. 

In the House of Lords the outcome was different. The Government are in 
a minority there, and on this occasion more than ever it was proved that the 


Labour peers can never make up by the force and quality of their argument 
for the paucity of their numbers. Lord Woolton moved an amendment to 
the Government motion—an amendment which expresséd lack of confidence 
in the Government in rather milder terms than did Mr. Churchill’s—and Con- 
servative and Liberal peers joined in carrying this against the Government 
by 93 votes to 24. 


Rumours of an Autumn Election 


HEN the Commons debate ended, on September 29, Parliament was 

adjourned again until October 18. The only reply that had come to 
Mr. Churchill’s general-election challenge in the course of the devaluation 
argument was an ambiguous sentence in which Mr. Aneurin Bevan, the 
Minister of Health, had said that the Government did not propose at this 
moment to do anything other than “give the leadership to the British people 
which we consider they need”. At the time this was taken to mean that the 
Government did not mean to have an autumn election. Politicians became 
much less sure about the Government’s intentions when it became known 
that two of the most powerful members of the Cabinet—Sir Stafford Cripps 
and Mr. Aneurin Bevan—appeared to be strongly in favour of an immediate 
appeal to the country. Since this Parliament will reach the end of its statutory 
term by the end of July 1950, the Government’s margin of manceuvre is 
increasingly restricted and the Opposition had long suspected that Parliament 
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might be dissolved for an autumn election. The uncertainty grew and it 
began to have a damaging effect on industrial and commercial activity. The 
Prime Minister discussed the matter carefully with all his Cabinet colleagues 
and, after a final talk on October 12 with Mr. Bevin, who had just returned 
from the United Nations Assembly after having been absent from the country 
since the end of August, he decided not to advise the King to dissolve 
Parliament for a general election this year. This decision Mr. Attlee com- 
municated to a Cabinet meeting the following day and immediately after- 
wards made it public. Another fact that was made public was that the Prime 
Minister’s decision had found what was described as overwhelming support 
in the Cabinet. This was the final proof that there was a minority of Ministers 
who held that the circumstances justified an immediate election. 

While Conservatives had expected an autumn election most of them felt 
that from a party point of view they could hope to fare better the longer the 
Government remained in office. They held that the economic crisis was likely 
to be worse rather than better by the spring of next year, and they suspected 
that the Ministers who had been contending in the Cabinet for an autumn 
election shared that view. The reason which was said to have swayed the 
Prime Minister in his decision was that an immediate election would have 
caused much disturbance and dislocation at a time when a supreme effort by 
industry and the whole nation was needed to secure the advantages to be had 
from devaluation. But the election is merely postponed and its shadow con- 
tinues to loom heavily over the political scene. 

A general impression of the House of Commons debate in September was 
that it showed the parties in such a restless mood and so eager to seek the 
verdict of the country once again that for all effective purposes this Parlia- 
ment had already run its course. In a speech on October 14 made after the 
annual conference of the Conservative party in London Mr. Churchill spoke 
of the present Parliament as being “‘not only dead but decomposing”. On 
party grounds alone, he said, the Opposition could well afford to wait for an 
election next year. The question was whether Britain, in the pass to which 
she had been led, could afford to spend four or five months manceuvring 
about party tactics and electioneering. None the less, Mr. Churchill promised 
support for the Government in all measures which the Opposition considered 
necessary to restore the national finances and economy, however unpopular 
these might be. He recalled the warnings that had been given by the Oppo- 
sition about what he described as the Government’s “Rake’s Progress of 
unbridled expenditure” and said that there was nothing the Government 
could do now in the direction of cutting down expenditure which would not 
have been much better done two years ago. Of the prospects held out by his 
own party to the electors he said that they could offer no easy path to a nation 
fighting for its life, and the Conservatives were certainly not seeking to get 
into office by offering bribes and promises of immediate material benefits to 
the people. It would be far better for them, he declared, to lose the election 
than to win it on false pretences. He asserted that in spite of all their protes- 
tations the Government themselves had cut the social services and the food 
subsidies by devaluing the pound and increasing the cost of living. Another 
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of Mr. Churchill’s stinging criticisms of the Government was that they had 
devalued not only the pound sterling but Britain’s prestige and reputation 
abroad. 


The Economy Programme 


HAvxs taken the decision to postpone the election the Prime Minister 
and his principal Cabinet colleagues set to work on an intensive review 
of government expenditure. They realized—or were assumed to have realized 
—that the Welfare State’s economy was creaking and that the huge volume 
of government spending was a substantial contributory cause of new in- 
flationary pressures, which were about to be increased by the diversion of 
more goods from home consumption to the export market. Ministers them- 
selves gave solemn warnings about the gravity of the decisions that they 
were being driven to make and of the unpleasant effects which these would 
have on all classes. The Chancellor of the Exchequer told a National Savings 
meeting that few realized the urgency of our position and the heroic efforts 
we must make if we were to survive with decent standards of living. It was 
known that the gold and dollar deficit was still piling up at the rate of more 
than £500 million a year and that reserves were slender. The country was 
keyed up to expect heroic measures from the Government and it was in the 
mood to respond to decisive leadership. After all this preliminary trumpeting 
Mr. Attlee told the House of Commons on October 24 of the measures 
decided on by the Cabinet. The Opposition were not alone in regarding this 
statement as something of an anti-climax. The Government’s own supporters 
listened to the statement without enthusiasm and, while most of them had 
very different views from the Opposition about the kind of measures which 
should have been taken, they too tended to the view that a great opportunity 
had been missed. There was greater unanimity of press criticism of the 
Government than ever before. 

The sum total of the Government’s proposed economies, when they 
become fully effective, will represent savings of about {£270 million a year. 
That, as Mr. Attlee said later ina broadcast to the nation, is a very large sum. 
But an analysis considerably lessens its impact. The projected economies 
relate both to current expenditure, for which budgetary provision of £3,300 
million was made in April, and to the capital-investment programme, which 
has been estimated at about £2,100 million in 1949/50. Of the total of £270 
million nearly one-half is accounted for by a slowing-down and deferment 
of capital-investment expenditure, which cannot be realized until the second 
half of next year. Of the reductions in current expenditure, amounting to 
about £130 million in a full year, many will not become effective until 1950/51. 
One of the capital-investment economies proposed is a cut of £35 million a 
year in the expenditure on housing, which will reduce the present level of 
construction from 200,000 a year to about 175,000. This saving will be 
obtained mainly by checking the private building of houses and concentrat- 
ing work on the local-authority schemes for providing houses to let. In the 
realm of current expenditure it is proposed to make economies of about 
£45 million in administration and by the curtailment of services not essential 

F 
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to major government policy. Of the balance, £30 million is to be saved in a 
full year—but less than half that sum this year—on defence expenditure. 
The budgetary provision for defence this year was £760 million, and there 
had been warnings that because of devaluation and added commitments 
under Western Union and the North Atlantic Treaty a supplementary estimate 
would be needed. The Prime Minister referred to a review now in progress 
which will determine the structure of the armed forces for many years to 
come. The Government, he explained, held that it would have been wrong 
to allow this review to be prejudged by decisions to meet the immediate 
needs of the present economic situation. The Government had been under 
pressure from a section of their supporters to abandon conscription. This 
they refused to do in the light of present needs and commitments. Mr. 
Churchill had given in advance a private assurance of Opposition support 
for the Government in this matter. Among other projected economies were 
the withdrawal from farmers in February of a subsidy on agricultural feeding- 
stuffs which costs £38 million a year; some small abatements of food sub- 
sidies and controls, which will save £7 million a year; and the imposition of 
a charge of up to a shilling for each prescription given by a doctor under the 
national health insurance scheme. This last proposal is estimated to save 
£10 million, but it is designed to check abuses of the scheme rather than to 
raise revenue. Mr. Attlee followed up this recital by an appeal to industry to 
press on with the export drive for dollars and by a cautious suggestion that 
the trade unions might well consider the possibility of authorizing longer 
hours of work in this emergency. He argued that while these economies did 
not affect the main structure of the Welfare State they should enable the 
nation to overcome its immediate difficulties. Almost in the same breath he 
said that devaluation had given Britain what might be her last opportunity 


of restoring her position as a trading nation without a drastic lowering of the 
whole standard of life. 


Too Little and Too Late? 


HILE agreeing with many of the proposals, the Opposition were 
unanimously of the opinion that in total they were quite inadequate to 

the needs of the situation. They criticized the proposals on the grounds that 
they would be too much retarded in their operation to produce any im- 
mediate effect and that they failed to provide any incentives to employers or 
workers to put greater efforts into the export drive. In the last week of October 
the Government proposals were debated for two days in the House of Com- 
. mons. Once again the debate took place in an electioneering atmosphere, 
with the Labour party more firmly united behind the Government than ever 
before. The Opposition expressed their views in an amendment to the 
Government motion and were supported by Liberals and Independents, 
There were 222 votes cast against the Government on this amendment. 
Although this was the biggest vote recorded against them in this Parliament, 
the Government emerged unscathed with an ample majority of 131 over all 
other parties and groups combined. This debate revealed more plainly than 
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ever the broad lines of the argument which will dominate the general election 
when it comes. The Government have committed themselves to the policies 
of maintaining full employment and the complete structure of the Welfare 
State in almost any circumstances. They are opposed to any policy of severe 
deflation on the ground that this would produce widespread unemployment 
and distress. By implication they suggest that this is the policy which Mr. 
Churchill and his colleagues are really advocating and they invoke constantly 
the bitter working-class memories of the long periods of depression and un- 
employment between the two wars, which they associate with Conservative 
rule. 

Mr. Churchill has indignantly repudiated the suggestion that a Conserva- 
tive Government would deliberately use mass unemployment as an economic 
weapon. He has pointed out that the war-time Coalition Government of 
which he was the head, in a Parliament dominated by Conservatives, solemnly 
committed itself to the maintenance of a high and stable level of employment 
after the war as a primary aim and responsibility. The general argument of the 
Opposition is that, if the present Government’s mismanagement of the 
country’s financial and economic affairs continues much longer, the gold and 
dollar reserves will be gone and imports of food and essential raw materials 
will have to be cut down to a point at which widespread unemployment and 
distress will probably be inevitable. 

In his speech in the Commons debate Sir Stafford Cripps defended the 
proposed economies on the ground that they were the bare minimum neces- 
sary to prevent the frustration of the new export drive and of the efforts to 
obtain increased production. He explained that they were designed to check 
new inflationary pressures to the extent of reproducing the disinflationary 
economy which he had sought to buttress by the budget of last April. The 
basis of the budget has been upset by devaluation, by spending on a bigger 
scale than was then foreseen, and by an aggravation of inflationary tendencies 
through the diversion of more goods from home to export markets. Sir 
Stafford Cripps spoke at times like a man who took a much more serious view 
of the situation than did some of his Cabinet colleagues. This strengthened 
the suspicions of the Opposition that the Cabinet had been divided in its 
views about the effect of internal expenditure on the balance-of-payments 
problem and that the new economic proposals represented an uneasy Cabinet 
compromise. While justifying the Government’s opposition to a severe de- 
flationary policy, the Chancellor of the Exchequer also presented to the House 
as a stark fact, in spite of devaluation and economies, that “unless we can 
all quickly produce more and get our costs down we shall suffer a tragic fall 
in our standard of living, accompanied by all the demoralizing insecurity of 
widespread unemployment”. Within little more than two years, he em- 
phasized, we had to replace our Marshall Aid income by earned dollars unless 
we were to cut our imports below even the present programme, which he 
described as being barely sufficient to provide the minimum necessary raw 
materials for our production. He revealed that the 25 per cent reduction in 
dollar imports provisionally decided on in July had been somewhat retarded 
in its operation, and that the full effects of the cut from $1,650 million to 
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$1,200 million worth of North American imports will not be fully effective 
until the first half of next year. 

When Mr. Churchill joined in this debate he insisted afresh that the main 
issue was the need of a new Parliament. To a government criticism of the 
Conservative election programme as one that envisaged a great deal of added 
public expenditure he retorted that he and his colleagues would not go an 
inch beyond what the financial resources of the country justified, and that as 
circumstances were developing they held themselves free to view the whole 
situation afresh. He submitted the Government’s whole administration to 
severe criticism and commented on the continued fall in the value of gilt- 
edged stocks as a marked discouragement to public saving. In spite of the 
grave warnings given by some Ministers in advance of Mr. Attlee’s announce- 
ment and the grim note struck in all the speeches of the Chancellor of the 
Exchequer, there was a curious disposition on the government side in this 
debate to blame the newspapers for having magnified and exploited the 
economic crisis. Some Government back-benchers talked almost as if the 
crisis was an invention of the newspapers and had no existence in reality. 

In a restless and apprehensive frame of mind Parliament resumed the work 
of a session which will be continued until mid-December, by which time the 
Government will be able to enact the measure to curtail the suspensory veto 
of the House of Lords. With the Parliament Act amended the Government 
will have cleared the way for forcing into law during a final short session 
next year—even if the opposition of the House of Lords is continued—the 
Bill to nationalize the iron and steel industry. An appeal by Mr. Churchill to 
the Government to withdraw this most controversial of all nationalization 
proposals at a time of such acute economic malaise has been spurned by the 
Government as an Opposition political manceuvre. They evidently mean to 
carry through their programme to the end. 


Great Britain, 
November 1949. 


NORTHERN IRELAND 


DEEPENING anxiety for the outcome of the British economic crisis 

is now being widely felt in Northern Ireland. The shadow of unemploy- 
ment has reawakened memories of the hard times between the wars and 
caused among all classes greater fears for the future than would appear to 
be the case among some sections of the population in Great Britain. These 
fears spring mainly from the knowledge of Ulster’s vulnerability to depres- 
sion, but also from a geographical position which enables a more detached 
view to be taken of the worsening course of events in the United Kingdom. 
They are the more oppressive because of a distrust of the British Govern- 
ment’s policies among a people little touched by Socialism. From a distance 
the decline in the economic state of the nation is seen as a progressive malady, 
nor is there any feeling of certainty that the General Election will change the 
party in power. For an area whose prosperity is bound up with Britain’s the 
spectacle has come to be more disturbing than any presented by the war. 
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At this critical period the Northern Ireland Government is itself in a 
curious dilemma. In its orthodox approach to finance it believes that retrench- 
ment should be firmly enforced; yet it is unable to make economies in any 
greater proportion than that indicated by Mr. Attlee this month. Any plan 
for the curtailment of government expenditure in Northern Ireland must, of 
course, make allowance for the continued operation of the agreement under 
which services are to be brought into parity with those in the rest of the 
United Kingdom, yet it is felt that more could be done to meet the needs 
of the situation if the British Government was to set a bolder lead. The 
inability to take independent action is due to the integration of the two 
financial systems and to the prejudice which might be caused to the hereto- 
fore forward policy of “step-by-step” in the field of social development. 

It is not to be inferred that the opportunity to spend very large sums on 
public services since the war has not been welcomed. Leeway has been such 
that widespread betterment has been required, but the doubt has grown 
whether the superstructure can be supported by the nation as a whole. Little 
of the scope of local administration has suffered from the economies in Great 
Britain, and so there is an impression, despite the continued high yield of 
revenue in Northern Ireland, of living at a rate unsuited to the times. Most 
of the savings to date are being brought about indirectly by the cuts in capital 
equipment, principally the building programme and rural electrification. 
They hardly extend to the running of other public services, in which control 
of adminstrative costs is the most that can be attempted. While expenditure 
generally cannot be described as without usefulness a sense of unreality prevails. 

The stimulus of the devaluation of sterling has been given chiefly to the 
linen industry, which is making a vigorous effort to regain its position in the 
United States and Canada and has been aided by a three-year subsidy of home 
flax-growing costing about £1 million for the full period. It is unfortunate 
that an expansion of the dollar market will be offset by restrictions now met 
with in the Argentine, Brazil and Hong Kong. In contrast, shipbuilding and 
the allied industry of aircraft production are facing a decline attributable less 
to lack of demand than to the abnormally high level of prices. In the ship- 
yards a year has elapsed since last an order was received and the prospect 
is of diminishing activity from next year onwards. Yet such is the merging 
with the modern British industrial system that there is no longer the effort 
to earn the extra margin on which Northern Ireland has traditionally de- 
pended in order to meet the costs of transport across the Irish Sea. 

The success of the new industries campaign, however, should mitigate 
some of the consequences of a slump. In the past four years a diversity of 
lighter manufactures has given employment to about 18,000 men and women 
and has promised to absorb a further 11,000 without so far having made any 
substantial reduction in the numbers of unskilled men registered at the labour 
exchanges. In general, the position is that so many industries are concentrat- 
ing on export markets that any falling-off in world trade must have a severe 
reaction. The danger, in turn, is not only of unemployment but of a renewal 
of political unrest. 

The action of the Republic of Ireland in raising Partition at the Council of 





70 UNITED KINGDOM 


Europe is not thought to have altered the situation in any way; but it is 
plain that the visit to the United States to be made by the Prime Minister, 
Sir Basil Brooke, in March next is designed to call international attention to 
the case for Northern Ireland. He has accepted an invitation from the Ulster- 
Irish Society of New York which will inaugurate a tour of some diplomatic 
importance and may be expected to include a meeting with President Truman, 
Apart from the political background there are other reasons for the first 
formal visit of a Northern-Ireland Prime Minister, notably the part played by 
men of Ulster stock in American history, present-day family and commercial 
ties, and the presence of the American forces in the province during the war. 
The military links created at that time are preserved in the North Atlantic 
Pact, to which Northern Ireland makes its strategic contribution as part of 
the United Kingdom. 

It is a sign of the dispersal of the subversive forces which have long 
threatened peace in Ireland that the Government has been able to revoke a 
number of the provisions of the Civil Authorities (Special Powers) Acts, one 
of them the power to intern without trial. These extraordinary measures are 
considered to have been an essential weapon against disorder since the early 
days of Northern Ireland, but in retaining them the Government has in- 
curred criticism from its opponents and liberal bodies. There are now no 
“political prisoners” and the Irish Republican Army is believed to be inactive, 
but it may be noted that the Regulations can be quickly re-enacted should the 
need arise. At the same time the ability to dispense with some of the more 
drastic powers is evidence of more peaceful conditions and of a growing 
maturity on the part of Northern Ireland as an area of self-government. 


Northern Ireland, 
October 1949. 





‘IRELAND 


A SORTIE INTO EUROPE 


 Sperraet forays have always been the refuge of incompetent politicians 
and it was therefore perhaps inevitable that the Irish Government, having 
made a complete mess of their approach to the Partition problem at home, 
should seek to distract public attention from their blunders by agitation 
aproad. The meeting of the European Assembly at Strasbourg presented a 
heaven-sent opportunity for this purpose. Although they had refused to 
contribute our relatively small quota to European integrity and defence by 
joining the Atlantic Pact they were quite ready, and indeed anxious, to take 
part in this gathering which committed them to nothing and gave them a 
magnificent chance to display their discontent. For them at all events the 
unity of western Europe in face of the Communist menace, with all that 
signifies, is apparently of infinitely less importance than the chance of pro- 
claiming to an indifferent world the political disunity of Ireland. Such an 
attitude, while it discloses an innocence of international affairs which is as 
naive as it is disturbing, reveals also a completely introverted and un- 
realistic approach to our external problems. 

“Operation Strasbourg”, as this foreign sortie may perhaps be termed, 
began with a preliminary skirmish at the Council of Europe where Mr. Sean 
Mac Bride, our Minister for External Affairs, quite properly, if somewhat 
illogically, insisted that the Irish State should be referred to as “Ireland” 
and not as “Eire” or “the Republic of Ireland”. His pertinacious efforts to 
include in the Assembly agenda such questions as “the demarcation of 
frontiers” and “the study of the best means of pacific settlement of disputes 
between member nations”, which were clearly intended to provide an oppor- 
tunity for a debate on Partition, met with no support whatever from the 
other Foreign Ministers. Mr. Bevin, indeed, is reported to have pointed out 
that “the purpose of the Council of Europe would not be served by bringing 
up national quarrels”. This complete rebuff did not, however, deter the 
Irish representatives from attempting to raise the issue in the Assembly. 
The Irish delegates to this body were two Labour members of the Coalition 
Government, Mr. Norton, the Vice-Premier, and Mr. Everett, the Minister 
for Posts and Telegraphs, with representatives of the Opposition, Mr. de 
Valera and Mr. Mc Entee. For some unexplained reason Fine Gael, the largest 
party in the Government, was only represented by two minor politicians 
who were substitute members. When on August 15 the Irish delegation 
sought to have the question of Partition debated their motion received 
no support from the other members. They then asked for time to secure 
the necessary ten supporting signatures; but M. Spaak, the President of the 
Assembly, refused their request, in which attitude he was supported by the 
Assembly on a show of hands. Mr. de Valera, protesting against this decision, 
said that if the Assembly did not settle disputes between member states it 
would break-up and prove just as futile as other international bodies. 
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In spite of this refusal Mr. Norton, with characteristic Irish ingenuity, 
seized the opportunity presented two days later by the debate on possible 
changes in the political structure of Europe to deliver a prepared philippic 
on the subject of Partition. During this perfervid oration, which might well 
have been delivered in the Dail, he accused Great Britain of partitioning 
Ireland in 1920 for reasons of internal politics and to-day occupying one- 
sixth of the country against the wishes of the majority. The denial by Russia 
of our right to become a member of the United Nations had, he claimed, 
prevented us from bringing this injustice before the International Court. 
He then proceeded to appeal to the English delegates to sow the seeds of 
lasting friendship between the two peoples by ending the unnatural division 
of Ireland. The whole speech, with its references to “hundreds of years of 
violence and persecution” and demands for self-determination, was replete 
with the faded rhetoric and false argument which now pass for political 
thought in Ireland. One can well believe that, as one press report said, “the 
Assembly was stunned into uneasy silence” by this histrionic performance. 
During the next day’s debate Mr. de Valera, not to be outdone, informed the 
Assembly that so long as Ireland remained partitioned it would be impossible 
to persuade the Irish people to join a European Federation. These speeches 
naturally provoked a reply from Sir Ronald Ross, M.P., a Northern Ireland 
Member of the British delegation, who told the Assembly that the people 
of the North would resist with all their force any attempt to bring them under 
the domination of an Irish Republic. They were, he said, the King’s subjects 
and that right they would never surrender. Northern Ireland was, he 
asserted, only too anxious to be a good neighbour to the Irish Republic, 
but they claimed the same right of self-determination and they must be left 
alone. At a later stage M. Spaak had to administer a sharp reprimand to the 
Irish delegates for irrelevant references to Partition. These domestic bicker- 
ings must under present conditions have reminded the other European 
delegates of children quarrelling in the path of an avalanche. What makes the 
situation more tragic is the fact that Ireland, because of her traditions and 
beliefs, has, as the speeches of our delegates proved during the subsequent 
debate on human rights, a real contribution to make to the defence of Chris- 
tian values in Europe. 

Mr. Mac Bride on his return to Dublin proudly boasted that “the British 
delegation, with some exceptions, were childishly selfconscious and nervous 
whenever an Irish delegate spoke”, and that “the partition skeleton in the 
British cupboard became an obsession in their minds”. He also claimed that 
Partition was now one of the two major international problems, the other 
being Germany’s participation in European affairs! Mr. Norton went one 
better when he predicted that as a result of the Irish protests at Strasbourg 
there would be an early end of Partition. Silly statements of this kind are 
unfortunately believed by many people in Ireland and are purely for home 
consumption. In fact, as Messrs. Mac Bride and Norton well know, the 
results achieved at Strasbourg were negligible. The truth is that no interest 
whatever is taken abroad in our domestic grievances. Men who have been 
inmates of concentration camps or have seen their families exterminated in 
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gas chambers are not inclined to listen patiently to complaints concerning 
alleged “gerry-mandering” and religious bitterness in Northern Ireland. 
Adult people with a sense of perspective have, indeed, no time to waste 
on such nonsense. The best comment on the Irish complaints is the fact that 
no European speaker referred to them and no responsible continental paper 
discussed them. Had they expressed an opinion they would no doubt have 
agreed with the view recently expressed by Mr. Acheson, the American 
Secretary of State, to the United States Foreign Relations Committee that 
“the Partition question was not one in which they could intervene but that 
on the contrary it was one for settlement by the Irish and British Govern- 
ments”. In short, Partition is a very minor problem compared to many 
others which divide the nations who gathered at Strasbourg. Such issues can 
only be solved by the establishment of a European Federal Court whose 
decisions will be both accepted and enforced. Until the Irish Government, 
in common with other possible plaintiffs, is prepared to accept and abide by 
an adverse verdict from such a tribunal, as is not now the case, there is little 
sense or purpose in demanding justice. 


Repeal of Special Powers 


HE Irish Government, however, claim that their Strasbourg excursion 
has had some domestic effect and that it was responsible for the annul- 
ment by the Northern Ireland Government of many of the regulations, made 
under the Special Powers Act of 1922, which curtailed civil liberties in that 
area. This Act, which was passed to combat the bloodshed, rioting and ter- 


rorism amidst which Northern Ireland came into existence, fortunately has 
become unnecessary. The Northern Government have divested themselves 
of the powers of arbitrary arrest, deportation and internment, the banning 
of newspapers and the control of personal movement. They still retain the 
power to ban meetings or processions, to prohibit the display of the Irish 
flag and to forbid membership of unlawful associations such as the I.R.A. 
Once it became clear that no outbreaks of violence were likely to follow the 
establishment of the Irish Republic such a step became inevitable. The 
revocation of these powers is, however, a double-edged sword, for it will 
rob the Dublin politicians (who conveniently forget that they had to enact 
similar legislation for the same purpose) of one of their favourite themes 
concerning “the Northern Police State” and the “oppressed minority”. It 
may also placate the Northern Nationalists, many of whom, as the last 
election showed, are already wavering in their allegiance to the anti-partition 
agitation. 


The Commonwealth Relations Conference 


HE question of Partition was also raised by the Irish representatives at 
another international gathering of quite a different kind—the Common- 
wealth Relations Conference* which was held in Canada during September. 
Strange as it may appear, an Irish delegation, with the approval of our 
Republican Government, took part in the proceedings on the invitation of the 


* See also p. 21. 
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Canadian Institute of International Affairs. The Irish representatives were 
Mr. B. Corish, Parliamentary Secretary to the Minister for Local Govern- 
ment who is a Labour member of the Dail, Senator Michael Hayes, formerly 
Speaker of the Dail who is a leading member of the Fine Gael party, Alder- 
man Alfred Byrne, a well-known figure in Dublin municipal politics who 
had the courage to oppose the policy of secession from the Commonwealth, 
and Mr. J. Harold Douglas, who represented the Irish Institute of Interna- 
tional Affairs. Mr. Corish by way of apology for this peculiar lapse from 
Republican ethics said that they had accepted the invitation on the clear 
understanding that we were not now in the Commonwealth and were a 
sovereign independent republic, propositions which no one seems to have 
disputed. He graciously added that while Partition prevented normal relations 
with Britain we had no quarrel with the other Commonwealth countries and 
shared many objectives in common. He and the other members of the delega- 
tion have now returned to Ireland, no doubt with a better idea of those 
objectives and a clearer perspective. 


Devaluation 


UR vital interest in the affairs and objectives of the Commonwealth 

was brought home to us in a more serious manner when the devaluation 
of the British pound was announced by Sir Stafford Cripps on September 18. 
The Irish Government, which had not been consulted on the matter, and 
was only informed of it the day before, announced at once that in the light 
of the economic circumstances of this country they had decided that the 
course of least disadvantage was to allow an equivalent devaluation of the 
Irish pound in relation to the dollar. This decision means that there will be 
no disturbance of the parity between the Irish pound and sterling provided 
for in the Currency Act of 1927 and the Central Bank Act of 1942. The Irish 
pound will therefore continue to be exchangeable freely with the pound 
sterling. As ninety per cent of our external trade is with Great Britain and 
Irish banknotes are covered by £2} million in gold and £45 million in sterl- 
ing, any other course would have been disastrous. To have maintained our 
previous relation with the dollar would have caused sterling here to lose 
nearly half of its value, and the banks then could not have met their liabilities. 
Broadcasting after the event on September 19 Mr. P. McGilligan, the Minis- 
ter for Finance, in a temperate and reasoned statement, pointed out that as 
we did not earn anything like enough of the currencies of other countries 
to cover our expenditure in them, sterling has been our medium of payment 
abroad. In 1948, for example, in order to pay our way abroad we had not 
only to spend all our current sterling receipts but had also to draw on our 
sterling holdings to the extent of £20 million. In the same year 90 per cent 
of our earnings abroad were in sterling and less than 6 per cent in dollars. 
In addition nearly all our foreign assets were sterling assets—these last being 
estimated at £400 million. There would also, he pointed out, be a funda- 
mental difficulty in trying to insulate ourselves from the consequences of the 
devaluation of a currency which featured so largely in our foreign receipts 
and payments. He claimed that while some increase might be expected in the 
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cost of imports from Britain and other countries of goods with dollar con- 
tent, devaluation should not cause any significant rise in the cost of living. 
He emphasized the fact that savings would not be affected in any way and 
warned his audience that no section of the community would be allowed to 
take unreasonable profits or charge excessive prices as a result of the Govern- 
ment’s decision. In short Mr. McGilligan proclaimed the obvious truths 
that so far as Ireland is concerned the pound is a far more binding link with 
Great Britain than the Crown and that political prejudices must be sub- 
ordinated to economic necessity. It would be well if the Irish Americans who 
recently picketed Mr. Bevin and Sir Stafford Cripps at the New York docks 
also realized that the economic interests of Great Britain and Ireland are for 
good or ill identical. 

Another view concerning the effects of devaluation was expressed by Mr. 
Sean Mac Bride, the Minister for External Affairs, when he spoke to some of 
his party at Cork on September 24. Through devaluation, he said, the nation 
had lost the purchasing power of £100 million, but it would serve one, and only 
one, useful purpose in bringing home to our people the folly of the financial 
policy which had been pursued since we gained control of our own affairs 
in 1921. That policy had been disastrous to the nation and was largely 
responsible for the emigration, the unemployment, and the poverty which 
at various times afflicted our country. We were a creditor nation, but un- 
fortunately instead of using our profits to give employment and to create 
more wealth we exported the bulk of them for investment in what we 
euphemistically called “sterling assets”. If even a fraction of the money which 
had been poured down the drain of “sterling assets” and thus irretrievably 
lost had been used at home the economic life of the country could have been 
transformed. The fundamental problem of Irish economy was one of under- 
development and under-employment due to chronic under-investment at 
home. We were the only country in the world which exported both people 
and money to create wealth somewhere else. These were matters, he said, 
which the Government could not remedy by itself unless there were an 
enlightened public opinion which clearly understood the folly of the policy 
that had been pursued. Mr. Mac Bride’s criticism is a good example of being 
wise after the event. Capital will always seek the best return possible, and 
for the average Irish investor British securities have in the past yielded the 
best return and the most fluid market available. In any event there was no 
possibility whatever of investing all these profits in Ireland, nor is there even 
now. Moreover, at the time most of this investment was made, Great Britain 
and Ireland were an economic and political entity and no question of foreign 
investment was involved. It may be surmised that some of his colleagues will 
not relish his implied criticism of their financial policy. 


Problems solved and unsolved 


." other directions, however, the Government has some cause for satisfac- 
tion. Speaking in the Senate on July 28, Mr.. McGilligan pointed out that 
the gap in the balance of payments had been reduced by £15 million during 
1948 and that for the first five months of this year exports had risen by 
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£5 million and imports had been reduced by £10 million. That tendency is 
still being maintained, and the adverse trade balance had fallen by £20 million 
at the end of August. In the first six months of 1949 our agricultural exports 
totalled {21,126,836 as against {12,211,944 for the same period in 1947. 
A bumper harvest has filled our granaries with home-grown wheat. In 
addition there has been a substantial increase in the number of tourists, 
principally from Great Britain, visiting the country this summer. So sub- 
stantial has been the improvement in our economic position during the last 
year that Mr. Carrigan, the head of the E.C.A. mission here, has recently 
stated that he expects we shall have wiped out our adverse trade balance 
by the time Marshall Aid comes to an end in 1952. Irish publishers and 
authors have also occasion to rejoice owing to the removal of the iniquitous 
quota restrictions which prevented the general importation into Great 
Britain of books printed in Ireland. These restrictions were a by-product of 
the Anglo-American trade agreement and their withdrawal would seem to 
be due to the Washington talks. Irish authors will also benefit by the agree- 
ment for double-taxation relief recently concluded between the Irish and 
American Governments. 

Against these favourable events must be set the disturbing facts that no 
real solution has been found of our transport problems, that the move to 
unite the Irish-controlled and English-controlled trade unions has failed, 
that the American Air Lines have been negotiating for an agreement which 
would enable them to by-pass the Shannon Air Port on which so many 
millions have been spent, and that recent international statistics disclose that 
our death rate is the highest in Europe. The Government will therefore be 
faced with many unsolved and difficult problems when the Dail reassembles 
at the end of October. One of these concerns the demand of the primary 
teachers for an increase in their salaries. The Government appointed a Com- 
mittee to report on this matter, but has now refused to implement its majority 
report and has made an offer of approximately half the amount recommended 
by the Committee. To solve the transport muddle they propose to nationalize 
the rail, bus and canal systems and to place them under a Transport Board 
with wide powers. The Great Northern Railway, which also operates in 
Northern Ireland, is not included in this scheme. Difficult questions will 
also arise concerning the Government’s plan for the improvement of our 
social-security system, which it is understood will soon be published. 
Whether this scheme will provide for a wide extension of existing services 
or merely involve their consolidation and improvement is a question which 
remains to be answered. Mr. McGilligan, the Minister for Finance, has 
definitely stated his objection to a far-reaching security scheme and has also 
condemned a policy of indiscriminate nationalization. It seems clear in any 


event that our economy could not support a social-security system on British 
lines. 


Ireland, 
October 1949. 





PAKISTAN 


‘COLD WAR WITH INDIA 


BE at the time when an undeclared war was being fought between the 
two Dominions in Kashmir, relations between Pakistan and India had 
not reached such a pitch of tension as now. The calling off of the Kashmir 
truce talks, India’s rejection of the arbitration proposals, mutual retaliation 
in respect of evacuee property, the failure of the conference on the subject of 
control of the headwaters of the Punjab rivers, and finally—the last straw— 
the alteration in the rupee ratio, which has brought inter-Dominion trade to 

a standstill, have all contributed to bring about a condition which is neither 
more nor less than “‘cold war”. 

The Kashmir truce failed because the parties could not so much as agree 
on the agenda. The main hurdle was the disbandment of the Azad Kashmir 
Forces which India wanted to be discussed. Pakistan contended, and in this 
was later supported by a statement issued by UNCIP, that this question 
properly belonged to a later stage, between the establishment of a truce and 
the actual holding of the plebiscite. India, however, felt so strongly on the 
point that she even rejected the proposal that it should be submitted, along 
with other points of difference, to the arbitration of Admiral Nimitz, although 
the President of the United States and Mr. Attlee appealed to both parties to 
accept arbitration. Pakistan agreed to do so, and claimed with good reason 
that this proved her bona fides. At present no solution of the deadlock is in 
sight. One thing is clear, and that is that Pakistan for her part will be satisfied 
with nothing less than a fair plebiscite to determine the future of the State. 

The dispute regarding disposal of property of evacuees from both Domi- 
nions has threatened to have almost equally serious consequences. By extend- 
ing the provisions of its Evacuee Property Ordinance to Bombay, the United 
Provinces and certain other parts of India, the Government of India appeared 
to have committed a clear breach of the Agreement of January last, which 
defined the areas to which evacuee property control was to be limited. There 
was much indignation in Pakistan, and no time was lost in bringing out a 
retaliatory ordinance. Fortunately, on neither side have the ordinances been 
extended to the Bengal area. If they had been, from East Bengal at least there 
would have been an unprecedented exodus of Hindus, the consequences of 
which might have been extremely grave. Short of this, the position as it 
stands could hardly be more unsatisfactory, and observers on both sides of 
the border are asking where the dispute is going to end. 

Pakistan’s foreign policy must be judged against this background, for it is 
at present wholly conditioned by fear of India. Although Pakistanis remain 
disillusioned with the United Nations, a slightly better feeling is apparent 
towards the United Kingdom. They are gratified to see that the British press 
has not failed to notice the obstinate and somewhat disingenuous attitude of 
the Government of India towards the Kashmir dispute. There is also apprecia- 
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tion that His Majesty’s Government has clearly been at pains to give Pakistan 
what material help it can in the shape of improved supplies of capital goods, 
defence equipment and other essential requirements. On the political side, 
however, Pakistan looks for more than mere words, however encouraging 
they may be, and is in fact convinced that the United Kingdom is not so weak 
that she could not insist on India’s facilitating the creation of reasonable 
conditions for a plebiscite in Kashmir. In regard to the United States there 
is less confidence, and Pakistanis are looking with a rather jaundiced eye at 
the lionization of Pandit Nehru in Washington; it is obvious that his per- 
sonality is making a very big appeal to the Americans, and it is feared that he 
may be able to pull the wool of Gandhian idealism over their eyes even when 
Kashmir is in view. It is for this reason that Pakistan, though by tradition 
and instinct flatly opposed to Russian Communism, is playing the card of 
friendship with the Soviet. The opportunity of Mr. Liagat Ali Khan’s visit 
to the Kremlin will be taken for the establishment of a Pakistan Embassy in 
Moscow, and the Russians will return the compliment. Apart from this, the 
Prime Minister’s trip is not likely to yield any more concrete results than 
chilblains, but it is intended to serve as a clear warning both to the Western 
democracies and to India of what may happen if Pakistan does not get a fair 
deal in its disputes with the latter. Protracted negotiations with the Russian 
Trade Mission in Karachi are now drawing to a close, but the resultant agree- 
ment is not likely to be very fruitful. The talks have been hampered by various 
circumstances, including the devaluation of sterling and the apparent in- 
ability of the Mission to decide anything without referring back to Moscow. 
The members of the Mission have eschewed social contacts and their attitude 


of sullen reserve has not created a good impression among the sociable 
Pakistanis. 


Centre and Provinces 


N the field of internal politics, the Central Government continues to find 

the provinces an unruly team to drive. Differences of opinion have been 
accentuated by the Centre’s assumption of control over the development of 
most important industries (hitherto primarily a provincial responsibility) and 
by a centrally sponsored programme of agrarian reforms, which has been 
unwelcome in Sind and to a lesser extent in the West Punjab. The Pakistan 
Muslim League Council, in which the Prime Minister is the moving spirit, 
not long ago appointed an Agrarian Reforms Committee under the chair- 
manship of a prominent West Punjab landowner and politician. The report 
of this committee created something of a sensation, for in addition to recom- 
mending abolition of hereditary jagirs (assignments of land revenues) it 
proposed that individual holdings should be limited to 150 acres of irrigated 
and 450 of non-irrigated, of which not more than 25 acres would be allowed 
to be cultivated by the landlord himself. The Muslim League Working Com- 
mittee gave this report its blessing, despite opposition from the representa- 
tives of Sind, where big landowners predominate, headed by Mr. M. A. 
Khuhro. At the same time, it is unlikely that effect will be given to the more 
drastic recommendations of the report. The Muslim League cannot indeed 
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afford to soft-pedal agrarian reform too blatantly, because it is virtually the 
only constructive plank in the party’s political programme, but, while 
Jagirdari is likely to be abolished in all provinces, the recommendations regard- 
ing limitations of holdings are likely to be put into effect only in East Bengal. 
That ‘province, long cursed by absentee landlordism, is leading the way in 
this matter, a State Acquisition and Tenancy Bill having already passed 
through the stage of Select Committee. The Bill provides that rent-receiving 
interests in all lands are to be acquired by Government, compensation being 
payable on a sliding scale. 

It is not only in respect of agrarian problems that the small but trouble- 
some province of Sind is showing signs of revolt against the authority of the 
Centre. At a meeting of the Sind Muslim League Council, presided over by 
Mr. Khuhro (who it will be recalled was recently disqualified from holding 
public office for three years), various resolutions were passed charging the 
Central Government with neglecting the interests of the province. Mr. 
Khuhro has also served a notice on the Central Government signifying his 
intention of bringing a suit for a declaration that his disqualification order 
was illegal. At the moment, however, the West Punjab is the centre of political 
interest, inasmuch as the Khan of Mamdot, who is facing an inquiry on 
serious charges of misappropriation of public funds, has gained ascendancy 
over his rivals in the affairs of the Provincial Muslim League. The people of 
this unhappy province, as a whole, have not forgotten the scandals associated 
with his administration, and are anxious to see justice done without fear or 
favour. It is clear that a trial of strength between the Central Cabinet and the 


Mamdot faction is in prospect, but there is no reason to suppose that the 
Centre is unduly daunted; at one time it was feared that the inquiry would be 
dropped, but it is being duly proceeded with in the Lahore High Court. 


Invasion of Civil Liberties 


pane opinion throughout Pakistan, inured as it is to shocks, has been 
somewhat shaken by the issue of a Public Safety Ordinance which gives 
Government power to detain persons indefinitely without trial in order to 
prevent the commission of “‘prejudicial” acts, to pre-censor news and articles 
in the press, and to exercise other extraordinary powers more suitable to a 
war-time emergency than to peace-time conditions. Government has been 
at pains to explain that similar ordinances were already in force in the 
provinces and that the one that has created all the pother does little more than 
merely give the Centre concurrent jurisdiction. Although this could not, 
for obvious reasons, be said publicly, it has been privately hinted that the 
emergency which justifies the assumption of such drastic powers is none other 
than the tense state of relations with India. Action may also be taken under 
the Ordinance against Communists, but Communism is not a serious danger, 
except possibly in East Bengal, and would not by itself have justified resort 
to this type of legislation. The press generally has been resentful and appre- 
hensive of the results of the Ordinance, and remains somewhat unconvinced 
by Government’s assurances. In this connexion mention may be made of 


the affairs of the Civil and Military Gazette, the old-established daily paper 
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now published simultaneously in Lahore and Karachi, which have been 
attracting a good deal of interest. In May last the paper, which, though 
British edited, is owned by the Indian industrialist Seth Ram Krishna Dalmia, 
fell foul of the Government for inadvertently publishing a report from its 
New Delhi correspondent on the subject of an alleged secret agreement in 
regard to Kashmir, at a time when Government had particularly asked the 
press to refrain from publishing tendentious reports on this subject. The 
Gazette hastened to make an unreserved apology, but was severely punished 
by the suspension of its Lahore edition for three months. In the view of 
many observers this was the thin end of the wedge opening the way to muz- 
zling of the press. Later on, after publication had been resumed, the public 
were intrigued to learn that Mr. Dalmia had sold the paper and press, lock, 
stock and barrel, to a group of American business men represented by one 
Mr. Leo Margolin, a gentleman who, it transpired, had long been connected 
with Dalmia’s interests in America. Suspicions were aroused that the trans- 
action was not genuine, and was merely designed to evade possible action 
under the Evacuee Property Ordinance, but in any case the parties to the deal 
had failed to obtain the permission of the State Bank, which was legally 
necessary. The upshot of the matter was that Government refused to accord 
sanction and the status quo continues. 

The drafting of Pakistan’s new Constitution continues at a snail’s pace. 
Various committees and sub-committees have been holding desultory ses- 
sions, but there is no concentrated effort to get the job done. Mr. H. S. 
Suhrawardy, former Premier of undivided Bengal, who is far the most impor- 
tant politician in Pakistan outside the ranks of the Muslim League, has been 
quick to accuse Government of deliberately going slow in order to keep 
themselves in power. General elections cannot, of course, be held until the 
new Constitution is passed. 

In the financial and commercial sphere, all other news is dwarfed by 
Government’s heroic, or possibly rash, decision not to devalue the rupee. 
The political aspects of this decision are almost as important as the economic. 
Admittedly it has served to boost morale internally and to give Pakistan 
useful publicity externally, but its effect on Indo-Pakistan relations can only 
be deplored. On the economic side, commercial circles concede that, as a 
purely theoretical proposition, non-devaluation was largely justified, but are 
extremely sceptical whether sufficient thought was given to the practical 
implications of getting out of step with the rest of the sterling area. Pakistan’s 
economic strength depends almost entirely on her exports, mainly jute and 
cotton, and the danger now threatening her economy is that, with an ex- 
change disadvantage of no less than 44 per cent, her main customers will no 
longer be able to buy these. It was expected that Government would ease the 
position by removing the high export duties, but even so most business men 
felt that devaluation to the extent of 10 or 15 per cent would have been wise 
and might yet prove unavoidable. 


Pakistan, 
October 1949. 
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COLLAPSE OF THE COAL STRIKE 


y eg general coal strike which lasted from June 27 until August 1;— 
the first such strike since 1940—was the most remarkable episode in 
Australian industrial relations since the war.* 

Even at its early stages, when the militant leadership was in full control, 
there were signs of division in the open voting at the aggregate meet- 
ings (attended, of course, by only a fraction of the total membership of 
the Miners’ Federation). But the Miners’ Union and the militant unions in 
sympathy with it were in an exceptionally strong financial position and (judg- 
ing from disclosures in the later developments) must have had something 
of the order of £50,000 immediately available. They also had good grounds 
for believing that the coalfields’ storekeepers would, as usual, grant extended 
credit. Nevertheless, the strike collapsed completely, and the collapse was 
due to unmistakable evidence from all the fields—but more particularly the 
northern—that the rank and file had turned against their militant leaders 
and were by that time strongly opposed to continuance of the strike. 

The first remarkable feature of this strike is that the eventual outcome was 
not on terms offered by the Coal Industrial Tribunal or any other conciliation 
authority, but was a complete and unconditional surrender. Since 1945 
there have been many strikes, chiefly in industries whose unions had Com- 
munist-party executive officers: a typical example being the metal-trades 
lock-out and strike in Victoria, which dragged on for about eight months 
in 1946-47.t But in practically all of these cases the dispute was ended by 
some process of conciliation—official or unofficial—from which there 
emerged an understanding as to improvement of industrial conditions which 
was subsequently granted by arbitration awards. This rather uneasy com- 
bination of direct action and conciliation—perhaps difficult to avoid in the 
economic conditions of the period—had given militant union leaders exces- 
sive confidence in their power to force settlements on governments and 
communities concerned. The disastrous result of the coal strike, for the 
miners, may be the beginning of a process either of the learning of respon- 
sibility by militant union executives or else of such elimination of the 
militancy of those executives, by action within the unions, as seems in fact 
now to be taking place. The Communist party and its members in the unions 
on the coalfields have been—somewhat desperately—claiming the result as 
a victory (in terms of the learning of “‘organizational” lessons); and, although 
this claim is not likely to receive much countenance on the coalfields, there 
is New South Wales opinion to the effect that it is more than merely face- 
saving. The strike had disastrous consequences for the community— 

* A detailed account of its background and of its developments until July 13 was given 
in THe Rounp Taste of September, 1949. 

+ Tue Rounp Taste, March 1947, p. 192; June 1947, pp. 291-92. 
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especially in New South Wales—and its effects, of one kind and another, are 
by no means yet at an end. The Communist leaders may, in fact, have added 
something to their practical knowledge of the technique of disrupting com- 
munity services. 

The second remarkable feature was the series of drastic measures taken by 
three Labour governments to deal with the strike situation. The beginning of 
this counter-attack was described in the September issue of THE RouND TABLE, 
but it will be convenient to recapitulate. The Commonwealth, New South 
Wales and Queensland Labour administrations were in the closest co-opera- 
tion, and together gave effect to measures which (as the Leader of the Federal 
Opposition remarked) were more like those of a Liberal than of a Labour 
party. On June 28 the New South Wales Parliament passed emergency legis- 
lation directed to securing the continuance of essential services, especially in 
Sydney, by rationing light and power and co-ordinating and curtailing 
transport. On June 29 the Commonwealth Parliament passed through all 
stages a National Emergency (Coal Strike) Act which (broadly speaking) 
prohibited the payment, or the receipt, of money or other benefits for the 
purpose of continuing the strike. The Commonwealth Arbitration Court was 
given special powers to grant injunctions for the purpose of preventing 
breaches of the Act. Payments for legitimate union purposes could be sanc- 
tioned by any prescribed industrial authority. While the Bill was being debated 
in the House the Miners’ Federation, several other unions (supporting the 
strike) and the Central Committee of the Communist party were hastily 
withdrawing substantial sums from their banks in the hope of evading the 
provisions of the Act. The Arbitration Court was promptly moved for 
injunctions to prevent payments in contravention of the Act; and the Court, 
for that purpose, ordered that the sums in question should be paid into court 
and be disbursed under its authority. The validity of these orders, and of the 
Act, was challenged in the High Court, but was upheld. On disobedience of 
the Court’s orders, the leaders, not only of the Miners’ Federation itself but 
of the Ironworkers’ Federation and of the Waterside Workers’ Federation, 
were committed to prison for contempt until the Court otherwise ordered 
(but for periods not exceeding twelve months). The removal of a number of 
militant leaders from the scene left the conduct of the strike to their sub- 
stitutes. This meant, of course, a very definite weakening in the leadership. 
The Communist party leaders, faced with a similar demand for the payment 
of funds into court, thought it prudent not to be involved in a conflict with 
the law, and yielded. (This helped to discredit Communist leadership in the 
strike, and generally to bewilder the rank and file.) The measures taken under 
these Acts did very substantially hinder the giving of financial assistance to 
the striking miners, and undoubtedly played a major part in the collapse of 
the strike. It is of interest to note that the legislation was so expressed as to be 
operative only for the period of this particular strike, and that at no stage did 
the strike, as such, amount to an offence against the law. Indeed, it is doubtful 
whether from first to last any actual offences, apart from the charges of “‘con- 
tempt” arising indirectly from the legislation, were committed by the union 
leaders concerned. This factor was of great psychological importance, since 
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it enabled the Government to calm the fears of moderate trade-union leaders 
by pointing out that the legislation—an exceptional measure to meet an ex- 
ceptional emergency—did not in any way constitute a denial of the “right to 
strike”’. 

The other major strike-breaking weapon used by the Governments con- 
cerned was that of working mines by whatever means were available. In 
Queensland open-cut mines were worked by members of the Australian 
Workers Union—an organization pledged to arbitration and bitterly opposed 
to Communism. In New South Wales the Federal Government took the 
extraordinary step of working open-cut mines with the labour of members of 
the armed forces; and perhaps the most remarkable feature of this situation 
was that no attempt was made by the miners or their supporters to picket the 
open-cuts or to prevent the carriage of the coal to Newcastle and Sydney, or 
to sabotage the machines and power supplies. The amount of coal won in this 
way was sufficient to restore only a very small gas and electricity supply for 
civilian consumption in New South Wales; but even that made all the dif- 
ference to the morale of the non-striking community—and, consequently, to 
its support of the Governments. A key factor in the situation was that the 
New South Wales branch of the Australian Railways Union—having, unlike 
the Communist-controlled Federal Executive of that union, a strong majority 
of A.L.P.* supporters—directed its members, in defiance of the Federal 
Executive’s orders, to carry the coal from the fields to the cities. Soon mines 
began to come back into operation; and before long the Tasmanian and 
Western Australian miners, who have A.L.P. executives, and had from the 
first been lukewarm, withdrew from the strike. 


Moderation of the Rank and File 


HE combined effect of all these measures, of the barrage of newspaper 

and other such propaganda maintained by the Labour Governments, t 
and of intensive A.L.P. propaganda activities on the coalfields was to 
produce, for the first time in modern Australian industrial history, something 
like a “moderate revolt” among the rank and file of the miners’ unions. In 
the past the usual rdle of rank-and-file activity has been just the opposite, viz. 
to endeavour to infuse more militancy into moderate leaders (as in Great 
Britain in these latter days); but it may be that this present rank-and-file 
movement is more spontaneous. The whole of the Federal Government’s 
policy was, indeed, conditioned by the fact that the trade union movement in 
general was on this occasion opposed to the industrial policy of the militant 
leaders; and the Arbitration Court proceedings did much to mobilize this 
moderate opinion. At any rate, the outcome was that on August 4 (three 
days after troops began work in the open-cuts) lodge delegates on the 
northern New South Wales field urged that aggregate meetings of the 
miners be held to determine future policy—notwithstanding vehement 


* “A.L.P.” (Australian Labour Party) is here and hereafter used in the sense of the 
groups sponsored in the unions by the Labour party: see THE Rounp Taste, No. 156, 
September 1949, p. 376. 

t Ibid., pp. 379-82. 
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opposition which the Miners’ Federation leaders had expressed to such 
action. On August 7 the Central Council of the Miners’ Federation agreed 
to the holding of aggregate meetings, but for the purpose of voting solely 
on a motion for continuing and intensifying the strike; on August 10 the 
meetings rejected this motion by an overwhelming majority (of the total 
vote) and the Central Council, of necessity, accepted this rank-and-file ver- 
dict and ordered the men back to work. 

As soon as the men resumed work a proclamation was issued (as the Act 
expressly required) which terminated the operation of the emergency (fund- 
freezing) legislation. Thereafter an application was made for the release of 
the imprisoned leaders. The sums which had been withdrawn by the unions 
from their banks were paid into court; the heavy fines imposed on the unions 
were paid; and the union leaders (who had by this time been imprisoned for 
almost two months) made the most formal and complete retraction of their 
former defiance. The Court thereupon ordered their release. Forthwith the 
Miners’ Federation went back to the Coal Industry Tribunal for the determina- 
tion of the claims which the strike had been a quite unjustifiable attempt to 
enforce. In response the Tribunal administered a salutary shock by re- 
opening* the question whether the national economy could now—in view 
of the loss and dislocation caused by the strike—afford to grant long-service 
leave to the miners. After argument the Tribunal adhered to the decision— 
which it nad taken in principle before the strike began—to grant long- 
service leave, but with conditions attached which will have the effect of 
reducing leave proportionately to the working time lost in this strike and in 
any future strikes. It is significant of the decline in power of the militant 
leaders that, although they protested strongly against these “anti-strike” 
conditions and are now conducting a vituperative propaganda campaign 
against them, the only direct action they suggest—that of weekly stop-work 
meetings—has been rejected by the field lodges. A further fact of significance 
is that applications for remission of the heavy fines imposed upon the unions 
were unanimously dismissed by the Arbitration Court. 

It is too early yet to assess the long-term political consequences of the 
strike. More conservative opinion was disturbed that effective action had not 
been taken at an earlier stage of the dispute; but there is reason to doubt 
whether the necessary drastic action could have been taken any earlier with- 
out risk of active disorder. On the other hand, the measures actually taken 
by the Commonwealth Labour Government have been the subject of critic- 
ism and dissension in Left Wing Labour party branches. A “‘rebel conference” 
of the dissentients was held in Sydney on Sunday August 28. The orthodox 
A.L.P. leadership in New South Wales, however, acted very swiftly to crush 
the threatened revolt. Those who had taken a leading part in the “rebel 
conference” were forthwith expelled from the party, and several branches of 
the party were dissolved. These happenings are further evidence, if such 
were necessary, of the tremendous upheaval within the major unions that was 
involved in the majority decisions to support the Governments and end the 
strike. 

* As it had foreshadowed on July 15. 
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The opposition Liberal and Country parties played a responsible réle 
during the strike; they did not seriously attempt to embarrass the Govern- 
ment, and they supported its measures. Now that the danger is past they 
claim that such ad hoc measures may be successful in particular cases, but that 
the elimination of strikes against the arbitration system requires the elimina- 
tion of the Communist party and of Communist-party leadership in the mili- 
tant unions. The Labour party claims that the success of its measures shows 
that the intrigues of the Communists can be met without taking the serious 
step of suppressing a party because of its political principles. (But it is, of 
course, no mere question of political principles that is here involved.) These 
issues are likely to be clearly in the minds of the people at the time of the 
approaching Federal general elections. 


The Political Scene 


HESE general elections are to be held on Saturday, December 1o—about 

the time when this article appears. Some general assessments of electoral 
opinion have been mentioned above. It may be of some interest to note a few 
others. 

In Queensland the Liberal party and the Country party are believed to 
retain substantially the increased electoral strength which enabled them to 
carry the Senate in that State in 1946; but in two State by-elections, in 
September, the Labour party retained seats which had not been regarded 
as quite safe (in one case with a considerably reduced majority, in the other 
by virtue of an exceptionally strong candidate). In Victoria the situation is 
confused, owing to the disruption of the State Country party—which was 
returned in 1948 with a mandate for coalition with the Liberal party and 
shared in the government until the beginning of this year. A number of its 
members joined the recently formed Liberal-and-Country party, which has 
at present a bare majority in the Legislative Assembly and is at times de- 
pendent on the casting vote of the member it had to make available as 
Speaker. There is an element of personal feud in the situation, which may 
not very seriously affect the Federal elections. In Western Australia a coali- 
tion non-Labour State Government holds office by a wavering majority of 
two Independent members. It has not encountered internal difficulties such 
as broke the Victorian coalition; but there is no certainty that the non- 
Labour parties are in a position of any particular advantage for the Federal 
elections. In Tasmania a Labour Government holds office with a majority of 
one, which is dependent upon the willingness of an Independent member to 
act as Speaker. As this member frequently votes against the Government in 
committee, this Labour Government is even more unstable than the non- 
Labour Governments of Victoria and Western Australia. In New South 
Wales, which appears to remain substantially a Labour State, it is widely 
felt that the Prime Minister has, throughout his years of office—and even 
during the recent coal strike—been specially concerned to preserve the elec- 
toral support of the militant unions. This is one of the most interesting of the 
election situations. South Australia, on the other hand, is a very substantially 
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non-Labour State, and its Government has an admirable record of efficient 
and progressive legislation and administration. 

Two unknown quantities may upset all present estimates of the election 
results. One is the problematic effect of the increase in the number of 
electorates for the House of Representatives (from 74 to 122) and the re- 
distribution involved therein (believed to be especially important in New 
South Wales); also of the adoption of a form of proportional representation 
for the correspondingly enlarged Senate (which is believed to make defeat 
of Labour in the Senate quite impossible on this occasion). The other is the 
forthcoming announcement of the Privy Council’s reasons* for its decision 
in the Banking Case. Should bank nationalization again become a live issue 
the electorate would probably react against the Labour party as in the test 
Victorian election of 1948. 


The Budget and the National Economy 


HE Commonwealth Budget Speech and the White Paper on National 

Income and Expenditure were issued simultaneously on September 7. 
The White Paper reveals the main sources of inflationary pressure in the 
economy, which have been causing wages and prices to continue rising by 
about 10 to 15 per cent per annum. 

The budget made no obvious concessions to political expediency. As 
early as March, cuts in income-tax rates were announced for 1948-49, and no 
further cuts of the kind were proposed in the budget. There were some 
reductions in indirect taxes, but these amounted to only £7 million off total 
revenue of £540 million. Nominally the Treasurer (Mr. Chifley) has budgeted 
for a deficit of about £35 million. But it has become a regular practice with 
him to budget for a deficit and, by allocating revenue to various special 
accounts and to gifts to Britain, to have a true surplus large enough to cover 
not only all the capital expenditure of the Commonwealth Government but 
most of the capital expenditure of the State Governments also. Combined 
with the flotation of substantial public loans, this policy has permitted a 
substantial reduction in the large volume of short-term debt accumulated 
during the war. Although public expenditure, including interest on national 
debt and cash social-service benefits, has risen from 22 per cent of total 
expenditure in 1938-39 to 24 per cent in 1948-49—and has, in consequence, 
been inflationary in effect—there has, on the other hand, been a deflationary 
influence on the economy from the budget surpluses of the last three years. 

The effects of devaluation, which came as something of a shock in Aus- 
tralia, after the British Chancellor of the Exchequer’s consistently expressed 
opposition to any such policy, must await discussion until these effects have 
emerged more plainly. . 

Australia, 

October 1949. 


* These reasons are discussed in an article on p. 36. 





SOUTH AFRICA 


“PARTIES IN CONCLAVE 


HE months from September to November are, in South Africa, the time 
of congresses, when political parties take stock and the observer is able, 
dimly, to note trends. 

Two of the most important congresses have been held, those of the 
Nationalist party in the Transvaal and in the Cape Province. Each had a 
record attendance of Ministers, and the Transvaal Congress met before 
devaluation had been announced or the outcome of Mr. Havenga’s mission 
to Britain and the United States was known. Before dealing with the main 
questions—political apartheid and the position of Mr. Havenga’s Afrikaner 
party—we might notice a few important, though minor, trends. 

At both congresses the motions sent in by the branches for discussion 
were frequently embarrassing to the Ministers. To take an extreme case, 
one motion asked for land bought by the Native Trust for Native use to be 
bought back for European use! Then there were plenty of motions calling 
for more control, greater restrictions and sterner measures generally, in 
regard to all non-Europeans. Most of these motions had little contact with 
| reality and one gained the impression that they were party-propaganda 
| chickens coming home to roost. The difficult administrative problems of a 
} multi-racial society are not dissipated by a magic formula—apartheid, in this 
case. And when you have consistently maintained that all you have to do is 
| to apply apartheid, the rank and file are bound to ask when you are going to 
| begin. That is an embarrassing question, and Ministers had frequently to 
» warn their followers that Rome was not built in a day; apartheid would take 
time and people must be patient. 
| Another noticeable tendency, both at the congresses and, since Mr. 
| Havenga’s return, in the Government press, has been a certain uneasiness 
about the economic situation. Mr. Havenga’s radio statement, announcing 
| the loans and emphasizing that devaluation was a palliative only, has not 
| done much to dissipate this feeling that the economic situation may react 
| unfavourably to the Government. The continuation of price and import 
| controls, and the coming introduction of the ever-unpopular petrol rationing, 
| are bound to cause dissatisfaction; and, when parties are evenly balanced, 
| the Government is more likely to suffer than in a country where the Govern- 
| ment has a comfortable majority. 
| Faced with intractable administrative and economic problems and with 
| impatient followers, Ministers have sought scapegoats. In order of popularity 
| these are: the Opposition (and General Smuts in particular) who, so the 
argument runs, not only left the Government a poor economic legacy, but 
| are doing their best to destroy that oversea confidence on which much- 
| needed substantial loans must depend. Second only to General Smuts as a 
scapegoat is the English-language press, which is accused of misrepresenting 
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the Government at home and abroad. And there were other scapegoats— 
Liberals and Communists, and, more recently, “civil-service sabotage”. All 
these scapegoats have in recent months been exhibited with a fervour which 
seems to argue that the exhibitors scent stormy political weather ahead. 


The Cape Coloured Vote 


HAT brings us to the question of political apartheid. Dr. Malan and his 

Minister of the Interior, Dr. Dénges, have recently given a slightly 
clearer picture of the Government’s proposals with regard to the Cape 
Coloured vote. In 1853, when representative government was introduced, 
Cape Coloured people enjoyed the franchise on the same terms as Europeans, 
though various Cape governments in the nineteenth century limited the 
number of Coloured votes by introducing educational and economic tests for 
all voters. When the Cape Colony entered Union it retained the Cape fran- 
chise and, indeed, entrenched it by a two-thirds-majority clause in the South 
Africa Act. 

The first break in this policy occurred in the early 1930’s when European 
(but not non-European) women were enfranchised. Then, in 1936, Generals 
Hertzog and Smuts agreed to remove African voters in the Cape from the 
common roll and to give them three members of Parliament to be elected on 
a separate roll. It was of the essence of Hertzog’s policy that, in the division 
on colour, the Cape Coloured were to fall on the European side of the line. 
Dr. Malan and the present-day Nationalists, however, consider it a vital part 
of apartheid that this principle should be reversed and that Coloured voters 
should elect their own representatives (who must be European) on a separate 
roll.* Dr. Malan maintains, correctly, that the old education and income 
tests, designed in part to secure the European majority, no longer have real 
validity. The spread of education, and the decline in the value of money, 
render those tests ineffective. The only policy, say the Nationalists, is political 
separation, with, possibly, restricted parliamentary voting rights for the 
Coloured representatives. 

Few people—least of all the Nationalists leaders—doubt that the real 
reason for this policy is the tendency of the Coloured people to vote for the 
United party. In the Transvaal Congress of the Nationalist party, Dr. Malan 
was frank in stating that certain Cape constituencies would never fall to 
the Nationalist party unless the Coloured voters were removed from the 
common roll. There are about sixteen seats where the Coloured vote is 
considerable. In eight of these, possibly, it is decisive. In other words, the 
removal of the Coloured voter might secure to the Nationalist party a gain 
of seven to eight seats from the United party. With the present balance of 
parties a turnover of fourteen to sixteen seats is a glittering political prize. 


* It seems probable that, as a preliminary to franchise legislation, the Government will 
have to have a National Registration based on race, Without such a registration it will be 
almost impossible to frame an adequate definition of “Coloured” voter—adequate, that is, 
to keep all Coloured voters off, and many European voters on, the common roll. The 
difficulties already encountered with the administration of the Prohibition of Mixed Mar- 
tiages Act give an indication of what might be expected. 
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What are the Coloured people to gain in exchange for common-franchise 
rights ? Till now government speakers have been content to state in general 
terms that the Coloured people were bound to gain because, with their own 
representatives, they would no longer be “exploited” by the European 
political parties. Now Dr. Dénges has stated that a Department of Coloured 
Affairs will be set up and that, once apartheid is in full working order, 
Coloured people will have greater opportunities in the public service among 
their own people. 

It is unlikely that this policy will recommend itself to the Coloured people. 
They have seen the African removed from the common roll; they know that 
the members of Parliament who have so ably represented Africans have 
repeatedly condemned the system; and now the very Government that is 
proposing this system for the Coloured people is, in the same breath, 
threatening to abolish the African representation altogether. Further, the 
Coloured people have always rejected the idea of a Coloured Affairs Depart- 
ment. They realize, as do many Europeans, that when housing and education 
and social services are separated into “European” and “non-European”, the 
latter are liable to get the short end of the stick. 


Battle In and Out of Parliament 


HERE is no doubt that there will be a stormy parliamentary session in 

1950 when the Government introduces this legislation. The United party 
will fight to the last ditch, partly because it regards the proposed legislation 
as breaking faith with the Coloured people, and partly because its political 
existence in the Cape rural areas is at stake. Outside Parliament there will be 
vigorous protest. Coloured leaders have hinted at “industrial action”. The 
Coloured people are disunited and their organizations tend to split; but if 
anything can unite them it will be the proposed legislation. 

Mr. Havenga and his Afrikaner party remain the unknown factor in this 
situation. At his party congress in 1948 Mr. Havenga was emphatic that he 
would not agree to the abolition of Native representation or to the alteration 
of the Coloured franchise without an “adequate majority”. That speech 
immediately altered the political outlook. The Nationalist party maintains 
that the entrenched clause of the South Africa Act (requiring a two-thirds 
majority of both Houses to alter the franchise) has been rendered invalid by 
the Statute of Westminster. The United party maintains that, whether or not 
this is legally so, it remains a moral obligation. Mr. Havenga, while not 
mentioning the entrenched clauses specifically, effectively prevented the 
Government from introducing its proposed franchise legislation during the 
1949 session. Even when Dr. Malan declared that he would regard the pro- 
vincial elections (in March 1949) as a test, Mr. Havenga would not yield. 
In other words, as far as anyone knows, Mr. Havenga regards neither the 
general election, which brought Dr. Malan and him to power, nor the 
subsequent provincial elections, as having given the Government a clear 
mandate to alter the franchise. All the recent statements about the Govern- 
ment’s determination to proceed with its policy were made while Mr. 
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Havenga was abroad. In one case it was stated that the Government would 
proceed whether or not its allies (the Afrikaner party) agreed. At the Cape 
Congress the resolution was that the Government would go on with its 
policy and expected that all M.P.s who had been sent to Parliament by 
Nationalist support would co-operate. These statements lead to the con- 
clusion that Mr. Havenga’s agreement has not yet been secured. 


Mr. Havenga’s Strong Hand 


M&: HAVENGA, then, holds the key position as he has always done. 
His political pact with the Nationalists did much to inspire confidence 
at the general election in May 1948. The Nationalists regarded him as a symbol 
of good faith, a sign to the English-speaking voter and to the outside world 
that a Nationalist Government would be trustworthy. At the same time, he 
was a liability because of his insistence on Hertzogism in regard to non- 
European policy. In so far as he inspires financial confidence, his stock rises. 
If economic conditions worsen, he will become, to many Nationalists, more 
of a liability. 

Mr. Havenga’s position is peculiar in that his parliamentary strength is 
much greater than his support in the constituencies warrants. Without 
Nationalist support in the constituencies he would not have eight followers 
in Parliament; indeed, he holds his own seat by the grace of the Nationalist 
party; that was the price paid for his support. But, in Parliament, he holds 
the balance of power. If he still maintains, as he has done all along, that the 
present Government has no mandate to change the franchise, Dr. Malan 
will have either to postpone the legislation or else attempt to force Mr. 
Havenga from public life. The Prime Minister will have to choose between 
the franchise legislation and Mr. Havenga whose success (however limited) 
in his recent mission abroad has made his support more valuable than ever. 

At present Mr. Havenga holds the best cards. But his holding them de- 
pends on the existing even division between the main political parties. If he 
agrees to legislation on the franchise—legislation designed to strengthen 
the Nationalist party—he will be throwing away his good cards. If the 
Nationalist party can gain seven or eight seats from the United party, the 
need for Mr. Havenga will have ceased to exist. If he wishes to maintain 
an independent position on the Nationalist side of the fence, he will be 
bound to maintain his attitude that the Government has an inadequate 
majority to alter the franchise. A more remote possibility is that as the result of 
leadership disputes within the Nationalist party Mr. Havenga might become 
Prime Minister in succession to Dr. Malan. The importance of this would 
then depend on the terms on which Mr. Havenga’s support had been 
secured. 

The immediate party-political future depends, therefore, on the decision 
of the Afrikaner Party Congress, which was to have been held in November 
but has been postponed. That decision itself will depend on whether Mr. 
Havenga can persuade his followers not to abandon Hertzog’s policy. But 
the future depends, also, on the stresses and strains inside the Cabinet. By 
January Dr. Malan will have had either to persuade Mr. Havenga to go back 
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on his previous attitude or to persuade his extremist colleagues in the northern 
provinces that the time is not ripe for political apartheid. 


Devaluation and the Gold Mines 


= devaluation of the South African pound was less unexpected than the 
devaluation of the British pound sterling. In the first place, there had 
been no impassioned denials of its possibility by trusted statesmen. In the 
second place, since the South African pound had, until the present balance- 
of-payments crisis, been more freely available for expenditure in hard- 
currency countries, the crisis underlined, even more clearly than where in- 
ternational transactions had been more strictly controlled, that South Africa’s 
currency had, in fact, become over-valued at the old rate of exchange of some 
$4 to the pound. Devaluation was therefore accepted as likely, since, unless 
drastic deflationary measures had been taken, South Africa’s inability to earn 
sufficient dollars to maintain a satisfactory balance-of-payments position 
would obviously have become increasingly apparent. In the third place, 
memories of the period of rapid expansion from 1933 onwards predispose 
South Africans to look with favour on devaluation as a cure for economic 
difficulties; and the predominant position of the gold-mining industry, as a 
source of foreign exchange and of internal prosperity, in reality tilts the 
balance of advantage and disadvantage more easily towards this side. In the 
fourth place, the Minister of Finance had announced, in his budget speech, 
that he was working towards an increase in the monetary price of gold; and 
it seemed a reasonable supposition that, if the United States could not be 
persuaded to “hold the baby” (and nothing in American policy in recent 
years suggested that this was likely), South Africa herself would take steps 
to raise the price of gold in her own currency. The prospect of devaluation 
was referred to in both the March and the June issues of THE RouND TABLE.* 

If a devaluation of the South African pound was not a matter for great 
surprise, neither was the approximate date of its announcement, to coincide 
with the September meetings of the International Monetary Fund. The main 
surprise was that the Union was able to take this step, not on her own initia- 
tive, but in the somewhat happier circumstances, for her, of a simultaneous 
and equal devaluation of British sterling. Another surprise was the extent of 
the devaluation from a rate of a little over $4 to one of $2.80—or, to put it 
in terms more significant to the Union, from 1725. 6d. per fine oz. of gold 
to 248s. 

The first of these two circumstances has undoubtedly eased the painful 
process of readjustment to the need for spending less abroad, by preventing 
an abrupt rise in the prices of imports from sterling countries and others 
which have also devalued their currencies. The second, namely, a rise of over 
40 per cent in the price of gold, is favourable to the gold-mines. 

For some time past there has been agitation amongst the European miners 
for a substantial rise in wages, increases of the order of something over one- 
third being demanded. A committee of investigation, of which Dr. H. J. van 
Eck was chairman, had reported upon the impossibility of affording such 

* See THE Rounp Tas_e, Nos. 154 and 155, pp. 182-3, 290. 
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substantial increases, though it was admitted that the level of mining wages 
had failed to keep step with the wage increases of other industries in recent 
years. Within the last few days, however, a settlement has been reached 
between the Chamber of Mines and the Mining Unions, which provides for 
a 15 per cent increase in basic wages, plus further substantial benefits regard- 
ing overtime, pensions, holiday pay and other rights. These ought now, how- 
ever, to be well within the mines’ capacity to pay; and the settlement of the 
dispute should result in a distinct improvement of the prospects of the gold- 
mining industry. On the face of it, the miners’ wage increases might be 
interpreted as the first movement of a new inflationary spiral; yet there may 
be a need, even in periods of inflation, for wage changes that are necessary to 
correct a disproportion which has grown up between relative earnings in 
different occupations, to the detriment of occupations which it is desirable to 
make more attractive. 


The Capital Requirements of the Orange Free State Gold-fields 


VEN from the point of view of the gold-mining industry, devaluation 
has its drawbacks. This is particularly the case on account of the great 
amount of development which is still necessary if the new gold-fields of the 
Orange Free State are to be brought to the producing stage within the next 
three or four years, as it is hoped will be the case. It will hardly be possible 
to avoid substantial increases in the cost of this capital development, which, 
for the time being, is an aggravation of our balance-of-payments problems. 
Substantial oversea investment would reduce these to much more manage- 
able proportions; hence much satisfaction has been given by the announce- 
ment, which was made about the middle of the year, that a wealthy United 
States firm, the Kennecott Copper Corporation, was to participate to the 
extent of over £24 million in the Middle Witwatersrand Company’s Free- 
State interests. This is naturally very welcome in South Africa, both on its 
own account and because it is hoped that the example may prove infectious. 
It is significant, however, that nearly four-fifths of the Kennecott Corpora- 
tion’s investment is to be in debentures. 

At present, it appears, investment opportunities at home are still attractive 
enough for United States investors not to be greatly interested in seeking 
outlets for their capital abroad; while an attitude of “‘once bitten, twice shy” 
still seems to remain from the losses incurred on their foreign investments 
of the 1920’s. One of the many objectives of the National Finance Corpora- 
tion of South Africa, which (as mentioned in THE Rounp TABLE for June*) 
was suggested by the Governor of the Reserve Bank and duly incorporated 
by Act of Parliament during the last session, is to act as an intermediary for 
foreign investments, which it will devote to the purchase of redeemable 
mining debentures. 

In the circumstances, it is unfortunate that the announcement of the fabu- 
lously rich assay of the borehole recovery at Erfdeel in the Orange Free 
State, announced last June, should have been followed, not only by incorrect 
information about an alleged richer strike at Dankbaarheid, but now by an 


* See THE Rounp TABLE, No. 155, p. 290. 
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official statement on the part of the Government (made just a day after 
devaluation) that the Erfdeel assay had been an occasion for fraud, the ore 
having been “salted” with gold beforehand. 

The one satisfactory feature is that this sad lapse from the high standards 
of probity, which long tradition had established on the Witwatersrand, has 
led to increased precautions by both the police and the Stock Exchanges, 
and it is not likely to recur. None the less, if the foreign capital which we 
hope to attract is as shy as it appears to be, serious harm must already have 
been done, 


The Financial Prospect 


ETURNING to our immediate financial prospects, not much need be 
said of Mr. Havenga’s much-heralded announcement of good news on 
October 5. Foreign loans totalling £26 million, on terms not yet made public, 
are—though welcome—quite inadequate as a means either to give more than 
temporary relief to the stringency which shortage of capital is placing upon 
the Government’s programme of expenditure on loan account, or to relieve 
the more fundamental balance-of-payments problem. 

What assistance devaluation is likely to provide still remains to be seen. 
Looked at in the simplest terms, unless there is a great increase in our 
national productivity (which the social experiments of apartheid seem fated to 
hinder) or a marked improvement in our terms of trade with the rest of the 
world, South Africans cannot avoid a reduction of living standards and a 
much smaller volume of imports. Unless devaiuation brings about a reduction 
in living standards, and greater selectivity in capital investments, it will prove 
ineffective. 

In the long run it is likely to have some of these results; but the immediate 
effects have been (as usual) to enrich the speculators. It is, indeed, a strange 
commentary upon the fashion for government by pious exhortation followed 
by acquiescence in a situation which has never been controlled, that, not for 
the first time, nor probably for the last, those who gave heed to the Govern- 
ment’s exhortations, who saved their money and refrained from stocking up 
with imports while the going was good, are learning that the good and co- 
operative citizen is not the one whose interests Government protects. 

The Union shows little sign of ability to maintain even her new dollar 
parity without direct control of commodity imports, the administrative 
machinery for which is still being extended. Thus one advantage of a lower 
dollar-exchange rate, that it might enable trade to be conducted on more 
equal terms and so dispense with physical controls, will not for the present 
be realized. 

The effect of devaluation upon the price level is likely to be masked for 
some time. In the first place, price controls will prevent the immediate mark- 
ing-up of stocks imported previously. In the second place, South Africa’s 
devaluation was accompanied by that of more than twenty other countries, 
including Great Britain, so that imports from these countries ought not 
immediately to rise in price. But some increases of cost have already occurred 
in Britain, and others cannot be avoided. Moreover, Britain has not at present 
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so much unused productive capacity as to be able to expand exports all 
round, so as to make up, and more than make up, for the lower prices realized 
in hard currencies, without which her action would have been futile. If, 
therefore, the devaluation of British sterling is instrumental in causing many 
more British exports to flow into hard-currency countries, there will be less 
for the softer-currency countries. Prices may therefore be expected to rise 
against them. Quite apart from this, it hardly seems possible that an increase 
of our local price structure through the necessity of increasing railway rates 
can be long delayed. Although 1933-39 may have nostalgic memories for 
South Africans, the conditions in which our present devaluation has taken 
place are in many respects different. 


Gold and the Dollar 


NE obvious difference lies in the fact that, although the Union has been 
importing from the United States and Canada a much greater propor- 
tion of a much greater volume of imports at much higher prices than in pre- 
war days, the United States dollar has not this time been devalued, or shown 
much likelihood of being devalued. It is true that South Africa’s gold will 
buy as much as before in the American market, so that the disadvantages of 
devaluation are reduced to that extent. But there has been no repetition of the 
position which resulted from the almost world-wide increase in the price of 
gold (in conditions of severe deflation) in 1933-34. At that period, while the 
price of gold in the United States rose from $20 to $35, commodity prices 
in the United States remained relatively stable and South Africa benefited 
accordingly. . 
At the International Monetary Fund meetings, immediately before the an- 
nouncement of devaluation, Mr. Havenga made a vigorous effort to do the 
same thing again, and bring about a general revision of currencies in terms of 
gold. Although his speech had generally a good press, many South Africans 
nevertheless regretted both its manner and some, at least, of its matter. The 
manner was too reminiscent of the hectoring and vote-catching irresponsibili- 
ties of which we have had a surfeit lately, so that it was a relief, on listening 
to his broadcast upon his return, to discover that Mr. Havenga was again 
his urbane and moderate self. As regards content, there was undoubtedly 
special pleading in this speech. A uniform change of parities hardly seems 
to be what the world’s currencies require whilst their proper relative parities 
still seem so uncertain. It would (except for South Africa) scarcely contribute 
much to easing dollar scarcities. It is to be feared that South Africa would be 
ill satisfied with a uniform change of currencies from which the United 
States stood out (as she would be entitled to do under Section 7 of Article IV 
of the International Monetary Fund’s articles of agreement). It is, after all, 
the dollar price of gold in which the Union is really interested. Yet it is 
possible that the secondary reactions of a uniform change of parities which 
included the dollar might prove more than we had bargained for. 
South Africa, October 1949. 
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DEVALUATION OF STERLING 


| Spar sepretlandal following the news of the alteration in the sterling- 
dollar exchange rate on September 19, Mr. W. Nash announced that New 
Zealand’s existing parity with sterling would remain unchanged and that, 
therefore, New Zealand would make the same alterations in foreign exchange 
rates as were being made in the United Kingdom. Though it is too early to 
assess fully the various effects that this major change in international monetary 
relations may have on New Zealand’s economy, there are certain reasonable 
deductions that may be made. To some extent the step that was taken a year 
ago to alter the N.Z.-London exchange rate from {N.Z.125 = {100 sterling 
to £{N.Z.100 = {100 sterling has cushioned the impact of the changes now 
being made in dollar rates. During the last twelve months a result of the 
appreciation of the exchange value of the New Zealand pound has been that 
import prices, and therefore costs of production and costs of living, have been 
lower than they would otherwise have been. On the other hand, higher 
prices for wool, meat and butter have made it easier to carry out a policy of 
economic stabilization and to meet the present situation. 

An immediate effect of the new rates will be to raise the New Zealand 
prices of imports from dollar countries. Payment for these will require a 
larger volume of exports than hitherto unless export prices rise to the full 
extent of the exchange-rate depreciation. Though it is probable that under 
the new conditions American competition for such New Zealand products 
as wools, hides, skins and grass-seeds will have a stimulating effect on prices, 
it is unlikely that the increases will be sufficient to offset the alteration in 
dollar rates. 

There is the further important consideration that although higher New 
Zealand export prices would help New Zealand to pay for imports from 
dollar countries they would have the unfortunate effect of raising the cost 
of the raw material for United Kingdom woollen industries and thus hamper- 
ing the very recovery that the drastic step of sterling devaluation is designed 
to promote. New Zealand’s prosperity is so profoundly dependent on that 
of the United Kingdom that no considerations of short-term advantage to 
New Zealand can outweigh the disadvantages of delay in British recovery. 
It is therefore essential that any increase in the value and volume of New 
Zealand’s exports to dollar countries should be subordinated to the prior 
requirements of the United Kingdom. 

For the calendar year 1948 New Zealand’s exports totalled £147°8 million. 
Of these 73 per cent went directly to the United Kingdom, 4°9 per cent to 
U.S.A., and 2 per cent to Canada. For the same period the total value of 
imports was {128-2 million, of which 52 per cent came from the United 
Kingdom, 10°8 percent from U.S.A., and 5-4 per cent from Canada. Thus the 
two dollar countries accounted for £10°3 million or 6-9 per cent of our ex- 
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ports and {20-7 million or 16-2 per cent of our imports, leaving an adverse 
trade balance of {10:4 million, or the equivalent of 42 million dollars at the 
old rate, to be met by drawing on the sterling-area dollar pool. The principal 
New Zealand exports to the two dollar countries are wool, hides and skins, 
and the imports are mainly machinery, motor vehicles, motor spirit and oil, 
tobacco and textiles. 


Effect on Dollar Earnings 


EW ZEALAND’S dollar earnings will probably be improved by the 

elimination of the practice adopted by some buyers in non-dollar countries 
of paying for New Zealand wool and skins by sterling bought outside the 
United Kingdom at cheap rates and reselling these commodities in dollar 
countries. It is expected that the new official sterling-dollar rate will render 
this practice unprofitable. Stimulus to gold production may also help to 
bring in more dollars. As a result of the appreciation of the New Zealand 
exchange rate in August 1948, the New Zealand price for gold was reduced 
by approximately 20 per cent, with a consequent discouragement of gold- 
mining and gold-dredging. The new price of £12. 45. 6d. per ounce will, no 
doubt, increase gold production. This is, however, of minor national impor- 
tance, since the total quantity of gold annually produced in New Zealand is 
now little more than 100,000 ounces. 

It is also expected that additional dollar earnings will result from an in- 
crease in the number of American visitors to New Zealand. Last year out of 
a total of 7,828 visitors from overseas only 465 came from U.S.A. and 175 
from Canada, With our unrivalled scenery and other attractions for tourists 
there is much scope for the expansion of a valuable tourist trade. But, when 
full account is taken of the prospects of expanding dollar earnings by in- 
creased exports of New Zealand products and by all other available means, 
it is clear that drastic restrictions will still have to be imposed on imports 
from dollar countries and on dollar remittances for other purposes, if New 
Zealand is to carry out its obligation to make heavy reductions in its net 
demand on the sterling area’s earnings of dollars. This will involve the 
exploration of alternative sources of supply of essential New Zealand imports 
now obtained from America, and the provision of larger exportable surpluses 
of pastoral products for the United Kingdom to reduce that country’s 
dependence on imports requiring gold or dollar payments. 

From the point of view of New Zealand’s long-term economic welfare it 
is unfortunate that measures of trade restriction and discrimination have to 
be adopted to meet the present dollar shortage. High standards of living in 
New Zealand have been achieved mainly because of the efficient utilization 
of soil resources and a climate favourable to grassland farming, and the 
exchange of large surpluses of pastoral products for a wide variety of imports 
more economically produced in other countries. New Zealand’s butter, 
cheese, meat and wool established themselves in the secure and ever- 
expanding market of Britain on terms of competitive free-trade. The pattern 
of New Zealand’s economy has not greatly changed in spite of the economic 
dislocations resulting from two world wars, which have distorted interna- 
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tional trade relations and rendered inevitable the adoption of policies of trade 
restriction. 

Mechanization of farming and growth of population in New Zealand have 
been accompanied by industrial expansion and diversification; but the Domi- 
nion’s per caput export trade is still probably the highest in the world and its 
vulnerability to changing external conditions is as great as ever. In the light 
of past experience New Zealand’s essential economic interest lies in the 
development of international co-operation that will expand world production 
and employment on the basis of multilateral trade, stable exchange rates and 
freely convertible foreign currencies. 


A Dollar Loan 


jigs his budget address and in subsequent public statements Mr. Nash has 
indicated that the Government may seek to raise a loan in U.S.A. and 
Canada. Such a loan would be a major reversal of policy in two respects, 
namely the increase of external debt and the raising of non-sterling loans. 

Before 1933 it was the generally accepted view that external borrowing was 
a justifiable method of providing imports of capital equipment for public 
works essential to the development of New Zealand’s economic resources. 
By 1933 the total external national debt, excluding £26 million of funded 
debt arising out of the 1914-18 war on which interest and principal repay- 
ments have been suspended since the 1931 moratorium, amounted to £138 
million. The present Government’s policy has been not only to refrain from 
external borrowing but to reduce external debt. This policy had, of necessity, 
to be modified by war-time exigencies; but since 1945 there have been net 
repayments totalling £53 million sterling, and the total external public debt 
has fallen from the peak figure of £138 million in 1933 to approximately 
£81 million in 1949. 

With the exception of a relatively small amount borrowed in Australia, 
the whole of New Zealand’s external public debt has been raised in London. 
British investment in New Zealand Government securities brought advan- 
tages to both countries. It stimulated British production of capital goods, it 
promoted land settlement and economic expansion in New Zealand, and the 
rising standards of living and growing population of Britain made it easy 
for that country to absorb the imports of New Zealand farm produce that 
represented interest payments. 

The policy of rapid reduction of external debt during the last few years has 
been subject to much adverse criticism on the ground that the disadvantages 
involved in the sacrifice of potential imports more than outweigh the gains 
accruing from a lower annual interest bill. If a dollar loan is in fact available 
at a reasonable rate of interest and without conditions unacceptable to a 
New Zealand Government its justification would depend on the urgency of 
New Zealand’s need of essential capital equipment unobtainable from sterl- 
ing sources. Careful attention would also have to be given to providing 
adequate repayment facilities in view of New Zealand’s chronically adverse 
balance of trade with dollar countries and the present limitations on sterling 
convertibility. 
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The Budget 


HE annual financial statement presented to Parliament on August 18 

showed that for the financial year ended March 31, 1949 the revenue of 
the Consolidated Fund totalled £141-5 million and expenditure {138-9 
million, leaving a surplus of £2°6 million to be retained in the fund as part 
of the working balance. The revenue from taxation was {101 million (mainly 
income tax £49 million, customs and beer duty £23-7 million, sales tax 
£141 million, stamp and death duties £9:6 million) and from other sources 
£20°5 million. 

Expenditure included interest and debt amortization and management 
£26 million, social services (other than social security) {22-6 million, transfer 
to social security account £15 million, maintenance of public works {10-7 
million, defence {10-4 million and stabilization {11-7 million. There was 
also an item of revenue and of expenditure indicating that {20-576 million 
had been paid as compensation to the Reserve Bank and the Trading Banks 
for losses arising out of the exchange rate appreciation in August 1948, 
and that this amount had been provided by a loan of £20 million from the 
Reserve Bank and the balance in cash. 

For the current year 1949-50 it is estimated that receipts from the various 
items of the Consolidated Fund will be practically the same as those of last 
year. Estimates of expenditure provide for increases of £1-7 million for 
defence, £2-3 million for stabilization and approximately £7 million spread 
over various other departments. 

Stabilization expenditure consists almost entirely of subsidies to keep down 
the cost of living, the principal items last year being for butter, milk and 
eggs (£3-4 million), wheat ({1-2 million), coal production and distribution 
(£18 million), railways ({1-1 million), shipping ({£1-4 million). The increases 
for the current year are largely due to an additional £1 million wheat subsidy 
to meet higher costs of imported wheat and {1-1 million for butter and 
milk. 

Social Security Fund revenue for 1948-49 totalled £44-4 million, includ- 
ing receipts from social security taxation £294 million and a transfer of 
£15 million from the Consolidated Fund. Total expenditure was £43 million, 
the chief items being family benefits {14:2 million, age benefits £13-8 
million, and medical and hospital benefits £7-9 million. The credit balance 
in this fund at the end of the year was £8-8 million. 

For the current year it is estimated that the revenue of the Social Security 
Fund will be £43-6 million including £31-6 million from the Social Security 
tax on wages, salaries and other income and {12 million from the Con- 
solidated Fund. Expenditure is estimated at {46-2 million, the increase being 
due to an upward revision in the scale of monetary benefits allowed for age, 
sickness, widowhood, invalidity, unemployment and miners’ phthisis. War 
pensions (payable from the Consolidated Fund) are also being raised accord- 
ing to the various degrees of disablement, the maximum increase being 
15s. per week for total disablement, and additions of 5s. per week are being 
made to allowances of war veterans and war widows. 
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The War Expenses Account, which has now become of relatively minor 
importance, expended during 1948-49 a total amount of £7°3 million chiefly 
on rehabilitation advances and grants ({5-9 million) and J. Force army and 
air requirements. Its revenue was derived from Consolidated Fund transfer 
(£3°8 million), sale of surplus assets ({£1-7 million) and rehabilitation repay- 
ments ({1-5 million). 

The Government’s capital expenditure from loan moneys for 1948-49 
as shown by the National Development Account was £26-7 million, the 
chief items being housing (£7-7 million), electric supply (£5 million), land 
settlement ({£2°5 million), highways and railways ({£3-7 million). The current 
year’s estimates provide for an expenditure of £35:3 million, the chief 
increases being for housing, electric supply, land settlement and telegraph 
extension. A noteworthy characteristic of public works programmes during 
recent years has been the rise in the relative importance of housing and elec- 
tric supply. In earlier times the emphasis was on the need for roads, railways 
and land settlement. Since 1936 the Government has borrowed £49 million 
for the construction of State-owned rental houses and £259 million for 
hydro-electric schemes as compared with £20 million for railways, £18 
million for roads and highways and £5 million for land settlement. Although 
the output of electrical power has more than doubled in the last ten years 
the demand from farms, factories and especially from domestic users is 
continually outstripping supply, and elaborate hydro-electric projects, esti- 
mated to cost over £50 million during the next few years, are in course of 
development. 

The net result of the Government’s borrowing and debt-repayment trans- 
actions during the year has been an increase of £37 million in the total public 
debt. External debt has been reduced by £3 million and the portion of the 
debt domiciled in New Zealand has increased by £40 million. This latter part 
of the public debt is now £534°4 million as compared with £1325 million 
in 1938. 

Contrary to popular expectations based on the buoyancy of the Govern- 
ment’s revenue and the imminence of a General Election, the budget made 
practically no provision for tax reduction apart from a small concession 
represented by the removal of amusement taxes on certain sports organiza- 
tions and amateur musical societies. Last year’s general rebate of {10 on all 
income-tax assessments of individuals is to be continued. In the pre-war 
year 1938-39 total taxation amounted to £37°8 million; in 1943-44, when 
war expenditure reached its maximum annual figure of £163 million, taxation 
totalled £101 million. Since the end of the war some reductions have been 
made in taxation rates. But in spite of these remissions total taxation for 
1948-49 amounted to £130 million and the amount estimated for the current 
year is approximately £133 million. The post-war rise in total tax receipts is, 
of course, due to the increases that have taken place in aggregate incomes 
derived from farming, industry, trade and other sources, all of which are 
summed up in the term “national income”’. Statistics recently compiled by 
the Government Statistician show that the national income has progressively 
risen from £194 million in 1938-39 to an estimated {419 million in 1948-49. 
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This rise in national income is due to increases in the volume and value of 
production, the number of persons employed, export prices, and the expan- 
sion of bank credit which is both a cause and an effect of higher levels of 
prices and general business activity. 

The economic survey which has now become a valuable part of the budget 
statement indicated that since 1938 the volume of farm production has in- 
creased by 13 per cent, of factory production by 50 per cent, of total produc- 
tion by 20 per cent, and of goods available for consumption by 25 per cent. 
Export prices have risen by 106 per cent, wholesale prices by 77 per cent, 
and share prices generally by 52 per cent. 

As a result of the larger volume of exports and their higher prices the total 
value of exports for the calendar year 1948 was {£147°8 million compared 
with £58 million in 1939. In justifying the maintenance of high taxation Mr. 
Nash referred to the fact that the net amount of aggregate private incomes 
after deduction of taxes had increased each year since 1939, and declared that 
“there is no way of reducing taxation very substantially unless by cutting 
social services and reducing the number of civil servants. The Government 
will do neither.” 

Reviewing the Government’s economic stabilization policy he quoted the 
accumulated farm-industry stabilization reserves of £44 million as one in- 
dication of the Dominion’s capacity to withstand the shock of depression 
originating overseas. 

Critics of the Government’s financial policy contend that high levels of 
taxation foster extravagance in the expenditures of State departments and are 
partly responsible for high costs of production and living, that they prevent 
taxpayers from building up reserves to meet periods of economic recession, 
that the farm-industry stabilization reserves are not really effective reserves 
from a national point of view since they have been lent to the Government, 
spent by the Government, and when required will have to be extracted by the 
Government from the people by taxation or borrowing at a time when it will 
be difficult to do so, and that it is dangerous for a country so dependent on 
export prices to build up a level of State expenditure that could not be 
maintained when national income falls. In the meantime the Dominion is 
experiencing a period of full employment, high prices and general prosperity 
and it is unlikely that either of the two well-matched political parties will 
risk its popularity in the forthcoming General Election campaign by announc- 
ing a policy that would make present expediency subordinate to the long- 
term economic stability of the country. 


New Zealand, 
September 30 1949. 


The Editor regrets that indisposition has prevented his Correspondent in India 
from sending the usual quarterly chronicle of Indian affairs. 





National 
Savings 
ertificates 


Savings Certificates are a gilt-edged investment. They 
may be bought in single documents representing 1, 2, 3, 
4, 5, 10, 25, 50 and 100 units of 10/- each. 








Each Savings Certificate costs 10/-. You can hold 
1,000 of these 10/- units in addition to permitted holdings 
of Certificates of earlier issues. 





£500 invested in Savings Certificates becomes £650 in 10 
years time. All interest is tax free. 





With Income Tax at 9/- this is equivalent to a taxable 
investment yielding £4.16.8 percent. If you are paying 
more than 9/- in the £ it is even more attractive. 





National Savings Certificates of earlier issues continue to 
bear interest after passing the 10-year maturity date. 





Full information from your stockbroker, banker or other 
professional adviser, your local Savings Group or Savings 
Centre, Post Office or Trustee Savings Bank. 





EASY to buy... EASY to hold ... 
EASY to cash 


Ussued by the National Savings Committee 
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